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Communism in South-East Asia 
The incidence and intensity of Communist activities in stressing co-operation with anti-Western elements. The objec- 


South-East Asia have varied from country to country; no area, 
however, has escaped their influence. Communism was first 
introduced into the region in the latter part of the 19th century 
as a political theory, affecting intellectuals in South-East Asia 
in much the same way as it had influenced them in the West. 
Communism found its first application as a political strategem, 
however, after the success of the Russian, revolution, when it 
strongly influenced the thinking as well as the plans of national- 
ist leaders in the region. Communist parties in South-East 
Asian countries were organized in the interval between the two 
world wars, when they also became affiliated with the inter- 
national Communist movement, the Comintern. During the 
decade 1920-30, particularly, many Asians received education 
and revolutionary training in the Soviet Union. 


The early revolutionary activities of the indigenous 
Communist parties brought about their proscription and they did 
not succeed in extending their influence significantly until the 
1930’s. A record of active resistance against the Japanese in 
World War II was common to most of the Communist parties 
in the region and, as a consequence, they developed independent 
armed strength and emerged from the war with enhanced 
prestige and considerable political influence. In the early post- 
war years, Communist leaders sought to continue the “‘united 
front” with non-Communist political groups and associated 
themselves with their struggle for national independence. 


Relations between the Soviet Union and the democracies 
hardened, however, as a result of Stalin’s efforts to expand 
Communist power in Europe, and there was a corresponding 
hardening of the South-East Asian Communist attitude towards 
the local nationalist parties with whom they had co-operated. 
This culminated in armed Communist rebellions in most South- 
East Asian countries during 1948-50, but by 1954, most of 
these had failed. Then, in response to another shift in Soviet 
policy, attempts were made to liquidate these insurrections. 
Since then, the Communist effort in the region has been directed 
towards the recreation of “‘united fronts’? with nationalist groups 


tive of this new strategy, namely, ultimate Communist control, 
remains the same, and tactically, it is being pursued in two 
stages (a) the elimination of Western influence and support 
from the region, and (b) the subversion of indigenous nationalist 
elements. 


In 1919, outlining the tasks of the then new Comintern 
(Third, Communist, International), Lenin called upon his 
followers to organize a ‘‘revolutionary struggle’’ in Asia, and 
in 1920 various Communist Parties were founded in South-East 


Asia. 


The Second Congress of the Comintern adopted these 
on the ‘‘National and Colonial Questions’’ and laid down 
‘“‘Twenty-One Conditions of Admission (of national Com- 
munist Parties) to the Communist International.” These condi- 
tions established “‘proletarian internationalism” i.e. subservience 
to the Soviet Union as the basis for relationships among 
Communist Parties, and revealed the basic techniques of 
organization as well as strategy that have been employed by 
Communist parties ever since. 


As a follow-up to the Second Congress, the Comintern 
sponsored a Congress of the Peoples of the East at Baku in 
September 1920. Here nationalist and labour leaders from 
Asia made formal contacts with European Communists. In 
February 1922, the First Congress of the Toilers of the Far 
East was convened in Petrograd. It was attended by delegates 
from China, Japan, Korea, India, the Philippines and Indo- 
china. 

In 1921 Stalin, writing in Marxism and the Colonial and 
National Question, had amplified the importance of the colonial 
areas in the following manner: “If Europe and America may 
be called the front, the scene of the main engagements between 
socialism and imperialism, the non-sovereign nations and colonies 
with their raw materials, fuel, food, and vast store of human 
material should be regarded as the rear, the reserve of imperial- 
ism. In order to win a war one must not only triumph at the 
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front but also revolutionize the enemy’s rear, his reserves. Hence 
the victory of the world proletarian revolution may be regarded 
as assured only if the proletariat is able to combine its own 
revolutionary struggle with the movement for emancipation of 
the toiling masses of the non-sovereign nations and the colonies. 


It was, however, the Sixth Congress of the Comintern, 
held in September 1928, which codified the strategy and tactics 
to be pursued in ‘‘colonial and semi-colonial countries.”’ This 
significant document, entitled ‘Revolutionary Movement in the 
Colonies and Semi-Colonies (Thesis Adopted by the Sixth 
Congress of the Communist International: 1928), described 
the strategy as follows: 

(1) Colonial rebellions and revolutions lead to crises in 
capitalist countries, to military intervention, and to international 
conflict. ~(2) Intervention and conflict enable the Western 
countries to increase the scope of their activities but disperse 
their military and economic strength. (3) The capitalist states 
will be weakened economically, politically, and militarily. 
Revolutionary movements in the East and West will be 
strengthened. (4) Revolutions, both of. a Communist or a 
national democratic type, may be successful either in the East 
or in the West, or in both. If so, the capitalist states will be 
deprived of bases, manpower, and’ resources. 


Stages in the Asian “Revolution” 

The Second World Congress of the Comintern conceived 
that in view of the conditions obtaining in colonial and semi- 
colonial areas,* the ‘‘revolution’” there would pass through two 
stages: (1) a bourgeois-democratic “revolution’”’ and (2) a 
proletarian-socialist “‘revolution.’’” The objective of the first 
stage would be “‘national liberation’’ in which the class struggle 
would be subordinated to the struggle for independence. 
Insofar as the goal was national independence, the national 
bourgeoisie would be regarded as an ally. However, when 
the next stage (proletarian-socialist revolution) was reached, 
the struggle would be directed against the nationalist bourgeoisie. 

While the bourgeoisie is the principal enemy of Commun- 
ism—the colonial or national bourgeoisie ‘‘at a certain stage 
and for a certain period may support the revolutionary move- 
ment of its country against imperialism.’’ According to a 
speech by Stalin in 1927, caution, however, would have to be 
observed, since the national bourgeoisie included reactionary 
elements composed of big, monopolistic, and bureaucratic 
capitalists who ‘‘derive benefits from existing arrangements and, 
thereby, compromise with imperialism to preserve and perpetuate 
their gains.” 

Stalin identified the USSR as “‘a powerful and open base 
for the world revolutionary movement. . . . around which it 
can now rally and organize a united revolutionary front of the 
proletarian and oppressed nations of all the ‘countries against 
imperialism,”’ in short, ‘‘a base for overthrowing imperialism in 
all countries.”” 

The role of the Soviet Union was thus to assist revolution- 
ary movements abroad. It would, according to the Programme 
of the Comintern,’ render ‘‘support to all the oppressed, to 
labour movements in capitalist countries, to colonial movements 
against imperialism in every form.’’ In return, Communists 


1 The so-called ‘‘law of unelen development of capitalism’' divides the non- 
Communist world into three categories on the basis of economic development: (1) 
countries with highly developed capitalism; (2) countries with a medium development 
of capitalism; and (3) colonial and semi-colonial countries and dependent countries. 
Each level of economic development is accompanied by corresponding “specific condi- 
tions of the revolutionary process," which dictate the type of Communist strategy 
to be employed. 

? Programme of the Communist International in “One Hundred Years of Com- 
munism, 1848-1948,"' The Strategy and Tactics of World Communism, Supplement to 
Committzc on Foreign Affairs, Government Printing Office, Washington, 1948, p. 128. 
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the world over were required to ‘‘facilitate the success of the 
work of Socialist construction in the USSR and defend her 
against the attacks of capitalist powers by all means in their 
power.” The Comintern was to serve as the channel of mutual 
assistance. 

As the years went by, the Comintern increasingly 
emphasized the obligation of all Communists to defend the 
USSR, even to the extent of subordinating the interests of their 
own country. Unqualified loyalty to the USSR became the 
mark of a true Communist. Thus: (1) In 1920, the Second 
Congress of the Comintern proclaimed: ‘“The Comintern has 
adopted the cause of Soviet Russia as its cause. The 
international proletariat will not lay down its sword until Soviet 
Russia has become a link in the federation of the Soviet 
Republics of the world.’” (2) In 1935, Dimitrov, Comintern 
leader, writing in United Front, declared: ‘“To every sincere 
worker in France or England, America or Australia, Germany 
or Spain, China or Japan, the Balkan countries or the Canary 
Islands—to every sincere worker, Moscow is his own Moscow. 
The Soviet Union is his own state. Our opponents very often 
set up a howl about orders from Moscow; Moscow, of course, 
does not issue any orders. To receive ‘orders’ from Moscow, 
i.e., to follow the example of the great Lenin and the great 
Stalin, means salvation to the world proletariat.” (3) In 
1948, Andrei Vyshinsky, in Communism and the Motherland, 
said: ‘‘At present the only determining criterion of revolution- 
ary proletarian internationalism is: are you for or against the 
USSR, the Motherland of the proletariat? An internationalist 
is not one who verbally recognizes international solidarity or 
sympathizes with it. A real internationalist is one who brings 
his sympathy and recognition up to the point of practical and 
maximal help to the USSR, in support and defense of the 
USSR, by every means and in every possible form. Actual 
co-operation with the USSR, the readiness of the workers of 
any country to subject all their aims to the basic problem of 
strengthening the USSR in their struggle—this is the manifesta- 
tion of true proletarian internationalism.” 


Communist Strategy 


Since the ascension of Communist power in Russia, there 
has been but one controlling strategy of Communism. Stalin in 
1924, writing in Foundations of Leninism, defined the essential 
elements of this strategy as follows; 


Aim: the consolidation of the dictatorship of the 
proletariat in one country, where it could be used as a fulcrum 
for the overthrow of imperialism in all countries. Essential 
force of the revolution: the dictatorship of the proletariat in one 
country (USSR), and the revolutionary movement of the 
proletariat in all countries. Chief reserves: the semi-proletarian 
and petty-bourgeois masses in the highly developed countries, 
the nationalist (liberationist) movements in colonial and depen- 
dent lands. Chief line of attack: isolation of the petty- 
bourgeois democracy; the isolation of the parties affiliated to 
the Second International whose policy is to come to terms with 
imperialism. Plan for the distribution of the revolutionary 
forces: an alliance between the proletarian revolution and the 
eee (liberationist) movements in colonial and dependent 
ands. 


These essential elements of the strategy of international 
Communism, with the primacy of the Soviet, Union as the 
central point, as outlined above, have remained unchanged. 
The extension of Communist power to Eastern Europe and 
China has expanded the “fulcrum” for the projection of 
Communist influence. 
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After the initial realization that world revolution was not 
an immediately attainable goal, techniques that had been 
developed in consolidating Communist power in the Soviet 
Union were translated into tactics to be applied to the more 
gradual, but still “inevitable” victory of Communism throughout 
the world. This body of tactical doctrine, which had been 
outlined earlier by Lenin, is encompassed under the phrase, 
“united front.’’ It represents, essentially, an elaborate set of 
tactics of deception. Through ‘“‘united front’ activities, non- 
Communist groups are cajoled into thinking that Communists 
are acting on their behalf, and thus into active collaboration 
with them. Once the Communists achieve their objective, these 
collaborators are either converted or destroyed. 


The Communist Party employs ‘‘united front’’ tactics of 
two types: “united front from below’ and ‘‘united front from 
above.” 


In a united front from below the Communists make a 
direct appeal for the support of the people——workers, peasants, 
petty bourgeois elements, members of socialist and bourgeois 
parties, etc. This type of united front is resorted to when the 
Communists feel confident that they can succeed in seizing power 
without the help of other parties. This tactic adheres closely 
to the ideal process of Communist takeover, as prescribed by 
Marxist-Leninist doctrine, namely, the Party as the “vanguard” 
of the people. 


In contrast, a united front from above is an alliance 
negotiated by the Communist Party with the leadership of non- 
Communist, labour and socialist parties; its extension to include 
other parties, not necessarily labour or socialist, but ‘‘anti- 
imperialist” and “‘anti-fascist,’” would make it a “‘popular front,”’ 
which, from the ideological point of view, is the most dilute 
of the alliances formed with. non-Communist groups. In either 
case, the agreement for joint action is reached with national 
leadership. This tactic is usually employed at times when the 
Communist Party is weak and consequently the goal of ‘‘revolu- 
tion’”” has to be subordinated to interim goals of “‘defense of 
democracy” in free countries, and “‘national liberation’ in 
colonial and dependent countries. 


Compromise with rival parties is, of course, always a 
temporary expedient. During periods of compromise, the 
Communists reserve to themselves liberty of action for agitation, 
propaganda, and political activity. Even while they are 
co-operating with such parties, agitation goes on for the purpose 
of subverting the rank and file. In no wise is co-operation with 
non-Communist parties regarded as a reconciliation of Com 
munism with socialism or liberalism. The Communists support 
the rival parties, in Lenin’s words, “‘as the rope supports a 
hanged man.” 


This was further stressed in 1935, by Dimitrov who 
reminded European Communists of the primacy of Party 
objectives in pursuing alliance with socialist parties: ‘‘Nor 
must the fact be lost sight of that the tactics of the united 
front are a method of clearly convincing the Social Democratic 
workers of the correctness of the Communist policy and the 
incorrectness of the reformist policy and that they are not a 
reconciliation with Social Democratic ideology and practice. A 
successful struggle to establish the united front imperatively 
demands constant struggle in our ranks against tendencies to 
depreciate the role of the Party .... The Party is above 
everything else. To guard the Bolshevik unity of the Party 
as the apple of one’s eye is the first and highest law of 


Bolshevism.” 
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At any one period, the Communists are likely to employ 
one type of united front tactics predominantly without, however, 
this type being used exclusively. It is more to “‘left”’ than to 
“right’” at one period and more “‘right’”’ than “‘left’’ at another. 
Thus, Zinoviev said: United front from the bottom—nearly 
always; united front from the top—fairly frequently, with all 
the necessary guarantees as to the tactics of mobilization that 
would facilitate the revolutionizing of the masses; united front 
from the top alone—never. 


Frequent shifts of policy and tactics have enabled the 
Communists to develop leaders adept in the use of either type 
of united front tactics. Short of a real struggle for power 
within the party, one set of leaders comes to the fore as the 
situation demands or when one policy is discarded in favour 
of another, while the other set recedes and awaits the time when 
the situation changes and the policy it is identified with becomes 
again the party policy. 


Armed struggle is not necessarily associated with either 
a united front from below or a united front from above. While 
a united front from below as an organizational technique adapts 
itself more readily to the armed struggle and a united front from 
above generally adapts itself to “‘legal’’ struggle, both tactics 
can be. applied in either a violent or a peaceful manner. For 
instance, the united front from above was the principal tactic 
used during the Spanish Civil War and the resistance movement 
in Europe and Asia during World War II, while the united 
front from below was used peacefully in Europe before 1935. 


The application of the “‘united front’’ tactics in South- 
East Asia was enunciated by Lenin at the Second Congress of 
the Comintern in 1920. Lenin on that occasion exhorted 
Asian Communists to support national emancipation movements . 
irrespective of their social character. They were told to enter 
into “‘a temporary alliance with bourgeois democracy without 
merging with it.” This has been the essence of Communist 
united front strategy in the region since then, although the 
manner in which “‘temporary alliances” were to be used was 
given its most important definition by the Chinese Communists, 
whose experience had a major impact upon the contemporary 
development of Communist strategy in South-East Asia. 


The Role of Communist China — Maoist Strategy 

With the success of Mao Tse-tung in mainland China, a 
new centre of international Communism was established in Asia. 
Mao evolved a strategy which carried the Chinese Communists 
from near defeat in 1927 to victory in 1949. The essential 
features of this were: 1. The organization of the Communist 
Party and its auxiliary organizations in strict accordance with 
Leninist principles. 2. Reliance on the peasantry as the main 
force of the revolution. 3. The building up of a “People’s 
Liberation Army’’ largely recruited from the- peasantry. 4. 
Establishment and expansion of “‘separate armed bases’’—the 
concept of “‘liberation areas.”” 5. Reliance on guerrilla war- 
fare as the decisive form of struggle. 6. A united front or a 
“bloc of four classes,’ under the leadership of the Communist 
Party. 


The peasantry as the main force of the revolution was a 
departure from the traditional Marxist view that the proletariat 
(urban industrial workers) compromises. the leading force of 
the revolution. USSR-picked Chinese Communist leaders had 
earlier insisted on the ‘insurrectionary seizure of key urban areas 
by a Communist-led and organized proletariat, but their attempts 
failed. Mao, concentrating on the peasantry, organized it into 
the main force of the revolution. 
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The third feature of Maoist strategy, the creation of the. 


People’s Liberation Army, ensured the protection of political 
power and the communization of rural areas. 


The fourth feature—the establishment and maintenance of 
armed bases—was distinctly a product of Chinese revolutionary 
experience. The bases were initially comparatively — in- 
accessible, well-defended, rural areas which gave the Chinese 
Communists positions to consolidate and sources of support. 
Mao enumerated the following conditions as necessary for the 
maintenance of these bases: (1) strong peasants support; (2) 
strong party (CP); (3) a strong Red Army; the areas in 
question to be self-sufficient. Border areas were preferred in 
order to influence the adjoining provinces; if the Red Army 
succeeded in sustaining itself against enemy attacks, its re- 
putation spread throughout the surrounding area and even 
among the troops of the enemy creating a favourable atmos- 
phere, which facilitated its advance to the surrounding areas. 
Areas that were “‘liberated’’ by the Red Army were usually 
areas far removed from centres of Kuomintang administrative 
and military power. Aside from their obvious military value 
(e.g., providing a base of supply, a base of operations, and 
sanctuary for retreating or regrouping forces), liberated areas 
had two distinct uses: (1) as a training ground for military and 
political cadres, and (2) as show-windows for Communism. 


Maoist strategy combined features of both the united front 
from below and the united front from above. The CCP used 
the tactics of united front from below in the sense that they 
appealed directly to the proletariat, the peasantry, the petty 
bourgeoisie, and the anti-Kuomintang wing of the national 
bourgeoisie. Only these four classes were regarded as the 
“people; the rest were condemned as “reactionaries.” After 
the CCP gained power, it was ostensibly allied on the national 
level with so-called ‘‘democratic’’ parties such as the China 
Democratic League, the China Peasants and Workers’ De- 
mocratic Party, the Revolutionary Committee of the KMT, etc.; 
there was therefore a semblance of a united front from above. 
These parties were completely subservient to the CCP. 


The objective of Maoist strategy was the establishment of 
the “New Democracy,” defined by Mao as ‘“‘an intermediate 
bridge between existing pre-industrial, ‘semi-colonial and semi- 
feudal’ China and the Socialist China of the future,’’ with 
the revolution passing through the two stages charted by the 
Comintern in 1920: a bourgeois-democratic revolution at the 


first stage and a proletarian-socialist revolution at the next 
stage. 


Its relevance to Asian conditions and the fact that it 
succeeded has invested Maoist strategy with considerable 
attraction as a model for the Communist parties of South-East 


Asia. 


Soviet Endorsement and Application to South-East Asia 


Soviet endorsement of Maoist strategy did not come until 
about mid-1949. Theretofore Soviet policy in South-East Asia 
was characterized by surprising vacillation, largely as a con- 
sequence of Soviet preoccupation with European affairs. At 
the close of World War II, Eugene Varga, leading Soviet 
theoretician and economist until his repudiation in 1947, 
championed the view that the ‘‘colonial’’ problem could be 
settled in a gradual and peaceful way. For the Communists 
in South-East Asia, Varga’s pronouncement was tantamount to 
approval of their support of nationalist groups in the formation 
of independent governments in the area. 


In June 1947, the Soviet Academy of Sciences met in 
Moscow to discuss the situation in India. While there was a 
unanimous denunciation of the Congress Party and of Nehru 
as “allies of imperialism,” there was disagreement as to the 
appropriate policy for the Communist Party of India vis-a-vis 
the national bourgeoisie. Balabushevich and Dyakov, Soviet 


experts on India, identified the entire bourgeoisie with im- 
perialism. 


: E.M. Zhukov, head of the Soviet Academy of 
Sciences Pacific Institute, made a distinction between the 
big” bourgeoisie and the ‘‘medium” capitalists. He sug- 
gested an alliance with the latter against the former. The 


difference in views went on unresolved for two years. A.A. 
Zhdanov, ideological spokesman of the CPSU and architect of 
the Cominform, speaking at the opening of the Cominform 
Congress in September 1947, referred to “the rise of a power- 
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ful movement for national liberation in the colonies and de- 
pendencies (which) has placed the rear of the capitalist system 
in jeopardy.” Zhukov, elaborated on Zhdanov's theme in an 
article, “The Sharpening Crisis of the Colonial System, 
published in Bolshevik on December 15, 1947. Zhukov 
pointed out that (1) it was time for the Communists them- 
selves to lead the struggle and break with the bourgeois 
nationalist leaders; (2) there must be nothing less than full 
independence demanded from the imperialist powers; and (3) 
any resistance to these plans must encounter the use of force 
and violence by the national liberation movements. 

It was in the Conference of the Communist-controlled 
World Federation of Democratic Youth held in Calcutta in 
February, 1948, that the uncompromising line of Communism 
(as defined by Zhdanov in the division of the world into two 
antagonistic blocs) was presented to delegates from India, 
Pakistan, Burma, Malaya, Indonesia, Vietnam, Ceylon, and the 
Philippines who met with “‘guests’’ from the USSR. The in- 
surrections that broke out in Burma, Malaya, Indonesia, and 
the Philippines within a yedr of this conference have often 
been attributed to—‘‘'Moscow directives’ handed down by 
Soviet delegates to the South-East Asian delegates at Calcutta. 

In an October 1948 issue of the Cominform Journal, a 
leading British Communist, R. Palme Dutt, who often advised 
the Communist Party of India on the “correct line,” invoked 
Stalin’s views on the colonial areas as being currently relevant 
to Asian conditions. These views clearly supported violent 


seizure of power in the region: (1) Liberation.... is 
not possible save by a victorious revolution. (2) Inde- 
pendence.... cannot be achieved unless the compromising 


section of the bourgeoisie is isolated... unless the advanced 
elements of the working class are organized in an independent 
Communist Party. (3) No lasting victory is possible unless 
a real link i¢ established between the movement for their 
liberation and the proletarian movement of the more advanced 
countries of the West. 

In June, 1949, three significant references were made 

to the China example. Zhukov, in a broadcast to South-East 
Asia, stressed the importance of China's example in the conduct 
of the national liberation movements in the area and urged the 
Communist parties to lead these movements. Pravda, the organ 
of the CPSU, published an article by Liu Shao-Chi entitled 
“‘Internationalism and Nationalism,’ (written in November, 
1948), in which Communists in colonial and semi-colonial areas 
were told that it would be a grave mistake if they did not ally 
themselves with the anti-imperialist section of the national 
bourgeoisie in their current struggles. About the same time 
the Soviet Academy of Sciences met and approved Communist 
alliance with bourgeois elements in South-East Asia, thus ex- 
tending official approval to the major principles of Maoist 
strategy in South-East Asia, i.e., armed struggle and “‘alliance”’ 
with the bourgeoisie. During the following months Pravda 
and the Cominform Journal carried pronouncements by Mao Tse- 
tung and Chu Teh exhorting Communists in South-East Asia to 
emulate the Chinese example. 
« The meeting of the major Communist labour front, the 
World Federation of Trade Unions, in Peking in November, 
1949, provided the occasion for formal Soviet endorsement of 
the Chinese model for the Asian Communist Parties. In the 
key speech at this meeting Liu Shao-Chi, CPG vice chairman 
and WFTU vice president, declared: ‘‘The national liberation 
movement and the people's democratic movement in the 
colonies and semi-colonies will never stop short of complete 
victory... The great victory of the Chinese people has set 
them the best example.... Armed struggle is the main form 
of struggle for the national liberation. struggles of many 
colonies and semi-colonies. The existence and development of 
the organization of the working class and of the national united 
front are dependent upon the existence and development of 
such armed struggles. This is the inevitable course for the 
colonial and semi-colonial peoples in their struggle for inde- 
pendence and liberation.” 

Thus by 1950 the Soviet Union had endorsed Chinese 
Communism as the model to be followed by other Asian Com- 
munist movements. As the ‘‘liberation’’ struggles progressed, 
however, and it became apparent that they would not succeed 
in most of the South-East Asian countries, the Soviet position 
in respect of both the necessity of armed struggle and the 
Chinese Communist model began to change. 
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In November 1951, the Soviet Academy of Sciences 
approved the Maoist four-class appeal unqualifiedly and the 
armed struggle “when and where’ appropriate. -This was not, 
however, an unqualified endorsement of Maoist strategy, since 
the same body found that Chinese Communist experience 
should not be “mechanically adopted’’ among the other coun- 
tries of Asia. It held that “the experience of the Chinese 
revolution is of immense significance. But—it would be risky 
to regard the Chinese revolution as some kind of ‘stereotype’ 
for peoples’ democratic revolutions in other countries of Asia.” 
This statement probably reflected Soviet reluctance to cede the 
leadership of the Asian Communist movement to the Chinese 
as well a desire to retain tactical flexibility in the event armed 
revolutions did not succeed. 


Strategy and Tactics in South-East Asia 


Communist tactics in South-East Asia changed gradually 
after 1951, when both the internal tactics of armed rebellion 
and the external Communist bloc policy of open hostility began 
to be modified. The change appears to have been motivated 
by increasing Communist awareness of the degree to which 
stability in the region had been re-established .and the 
favourable postwar climate for overt subversive tactics thus 
eliminated. The “‘soft’’ approach, however, only really took 
form after the Geneva Conference in mid-1954. 

Current Communist strategy apparently involves post- 
ponement of the objective of direct control of the area through 
Communist regimes in each country. Instead current efforts 
appear to be directed towards the attainment of an interim 
goal: the creation of an Asian-African bloc isolated from 
Western ties and oriented towards the Communist bloc. In 
pursuit of this interim objective every attempt is made to foster 
distrust of the West and to promote “neutralism.”” The Com- 
munists have sought legal recognition of their parties and 
formation of “‘united front’’ movements in order to establish 
“respectability’’ and promote and exploit nationalist sentiments 
in the interests of a neutralist and anti-Western orientation. 

The abandonment of overt illegal action in favour of 
“legal struggle,” i.e., the subversion of legally sanctioned in- 
stitutions and organizations, was an admission of the bank- 
ruptcy of armed tactics in the face of increasing local 
capabilities to resist and in some areas to defeat them. It 
constituted at the same time Communist recognition of ad- 
vantages to be gained at this stage from a subtler form of 
assault combined with more limited objectives. 

However, the former tactic of open armed attack against 
the established instruments of government has not entirely dis- 
appeared from South-East Asia. The Communists’ concerted 
efforts to abandon it have been unsuccessful where the resolute- 
ness of their opponents has prevented the negotiation of an 
acceptable arrangement. The Communists seek terms which 
will allow them maximum maneuverability for political action 
in continuing their struggle for national domination. 

When the Communist Party enjoys “‘legal’’ status, it de- 
liberately curbs its operations and moderates its policies in ways 
intended to broaden its popular appeal and thus enhance its 
parliamentary position. Communist activities in these en- 
vironments are especially concentrated on the infiltration of 
political parties and of labour, student, and minority elements. 
Dissatisfied elements of the urban intelligentsia are especially 
vulnerable to Communist “‘political’’ tactics since these 
elements are particularly susceptible to the appeal of the ex- 
tremist national and racial causes which Communists exploit. 

As the peoples of South-East Asia have achieved national 
independence, nationalism has taken the form of assertion of 
their new status and attention to the defence of their sovereign 
rights. In this context subversion of the established national 
authority reveals the basic anti-national role of indigenous 
Communists. Political action through “‘peace’’ and nation- 
alistic front groups, on the other hand, enables the Com- 
munists to pose as the champions of national sovereignty while 
covertly working to subvert it. Communist political action 
also exploits the slowness of the newly emerged governments to 
active material and social gains. 

The subversive activities of indigenous Communist or- 
ganizations on the “‘legal’’ level are receiving substantial sup- 
port from the Communist countries. Bloc countries, with the 
Soviet Union and Communist China in the lead, are striving 
for the normalization of relations with the countries of South- 
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East Asia through diplomatic recognition and the promotion 
of economic and cultural relations. The strengthening of 
friendly ties is intended to encourage neutralist foreign policies 
and undermine ties with the West. In this context, improved 
relations are used to mobilize support for bloc policies in the 
UN and other international organizations. 

In terms of the local situation, friendly formal contacts 
between the Bloc and South-East Asian countries inevitably 
increase the prestige and influence of local Communist groups 
and tend to handicap local measures to deal with the Com- 
munist subversive threat. The presence of official and semi- 
oficial Communist missions in South-East Asian countries, 
moreover, provides local Communist groups with sources of 
aid, advice, and communications. Finally, in those countries 
having important Chinese minorities, the enhancement of 
Communist China's prestige reinforces Communist influence 
among local Chinese. 

Recognizing these advantages, the bloc has sought to 
establish formal relations with each of the South-east Asian 
countries and place diplomatic missions in them. 

The current pattern of Communist subversion in the region, 
as outlined above, is unlikely to change radically in the near 
future, since it is favourably adjusted to circumstances in the 
area and to the demands of Soviet and Communist Chinese 
foreign policies. It is therefore useful to review, briefly, some 
of the ingredients of the principal current Communist pro- 
grammes in the region. 

The attention of bloc propaganda has been focused 
increasingly on South-East Asia. Communist international 
radio broadcasts and the publication of books and periodicals 
for circulation abroad have been stepped up considerably. 
The Soviet Union, for example, has recently initiated broad- 
casts in Bengali and Urdu directed specifically to Pakistan, and 
Communist China has increased its motion picture production, 
whose impact is felt particularly in areas where there are large 
colonies of Overseas Chinese. 


Themes for this propaganda are generally geared to a 
Communist appraisal of the attitudes of particular audiences in 
South-East Asian countries. The Soviet Union and Communist 
China have among their national minorities many of the races 
and all of the principal religions of the area. Communist pro- 
pagandists thus emphasize cultural affinities to promote South- 
East Asian feelings of solidarity with the bloc. Communist bloc 
economic progress is held up as an example to under-developed 
countries of the rapid national achievements to be won through 
Communism and this model is contrasted with the uneven 
variations of “‘capitalist’’ economies, which allegedly jeopardize 
trade relations and other economic ties. 

Asian sensibilities on the subject of imperialism provide a 
special vulnerability to Communist propaganda, as do also 
legitimate desires for peace which are exploited by Communist 
propagandists to encourage neutralism. 

An increasingly important aspect of recent bloc activities 
in South-East Asia has been a campaign to extend economic 
influence in the region. This economic offensive has been 
waged principally through the negotiation of trade agreements, 
but numerous offers of economic aid and technica] assistance 
have also been made. By seeking to strengthen their economic 
foothold in the area, the Communists undoubtedly hope to exert 
political influence and to weaken the strong financial and 
commercial ties between South-East Asian nations and their 
Western trade partners, who now also constitute the principal 
source of developmental assistance in the region. Moreover, 
Communist trade missions and other commercial and financial 
organizations provide channels through which Communist and 
pro-Communist elements in the region can be _ supported, 
especially in countries where there are no Communist diplomatic 
missions. 

The Communist drive has sought to capitalize on the 
economic problems faced in varying degrees by all countries 
in the region and on the preoccupation of most countries with 
efforts to develop their nation economies and answer popular 
demands for better living standards. Communist states have 
shown themselves willing even to make economically disad- 
vantageous arrangements, buying commodities they do not 
need, supplying certain goods at below-cost prices, and 
exporting goods and technicians needed at home, for the sake 
of the political impact on recipient nations. Recently, at the 
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ECONOMIC REVIEW 


THE CRUX OF THE EUROPEAN 
INTEGRATION PROBLEM 


From a Swiss Correspondent 


In all public discussion of plans for the economic 
integration of Europe, the champions of this immense trans- 
formation project usually seem to believe that the solution of 
the problem of incorporating all seventeen O.E.E.C. countries 
into one vast free trade area of more than 250 million 
consumers—much larger than the market of the U.S.A.!—would 
be solved and Europe become the most powerful economic 
entity on earth if agreement were once reached on the blueprint. 
Nothing justifies such a sanguine assumption. 


As soon as attention is focussed on the practical aspects 
of this formidable plan, the plain fact emerges that the great 
augmentation of well-being that economic integration is 
expected to bring to Europe would not be feasible unless the 
aggregate amount of investment capital that could be made 
available to implement the plan were vastly greater than 
Europe could provide by its own efforts. Quite recently this 
was stated very convincingly by the President of the Austrian 
Bankers’ Association, Dr. Josef Joham, who described the im- 
perative necessity of finding capital on the requisite scale as: 
“Integration Problem Number One.” 


No reliable estimate exists of the aggregate amount of 
investment capital that might be required by Europe as a whole 
to finance the change-over to integration. But for Austria- 
alone, declared Dr. Joham, experts had computed that no less 
than S. 20 milliard (about $800 million) would be needed for 
the transformation of industry alone. Besides that capital 


ECAFE meeting in Kuala Lumpur, the Soviet delegate even 
offered to extend credits to private enterprise. 

The Communists are also pursuing an intensified campaign 
in South-East Asia to gain support for their objectives through 
the use of international front organizations. The fronts that 
have been most active in the region have been the World 
Federation of Trade Unions (WFTU), the World Federation of 
Democratic Youth (WFDY), the Women's International 
Democratic Federation (WIDF), and most recently the World 
Peace Council. All of these organizations during the past two 
years have focused heavily on “‘colonialist’’ problems, and have 
sought to gain the support of Asians for “‘anti-colonialist’’ and 
“anti-imperialist’’ activities. The specialized fronts, such as 
the WFTU, WFDY, and WIDF do not appear to have gained 
much advantage in the region, possibly because they have been 
closely associated over the years with Communist objectives 
and personalities. More recently front activities in the region 
have been increasingly channeled through the World Peace 
Council and the Afro-Asian-Solidarity Movement. The. WPC 
attracts the support of certain non-Communist groups and 
personalities because of its ostensible championship of ‘‘peace” 
and in this respect appears to have a special appeal for Asians 
of neutralist persuasion. Significantly, the WPC made its debut 
in Asia in June 1957 in a meeting in Colombo. On this 
occasion, it was apparent that the ‘‘peace’’ movement considered 
its prospects especially good.in the Asian area. 

The Afro-Asian People’s Solidarity Council. held its first 
meeting in January 3, 1958. This new permanent organization 
was set up by the Afro-Asian Solidarity Conference held in 
Cairo in December, 1957. All indications point to a con- 
clusion that the new Council is essentially a Communist front 
since it is controlled by Communists or pro-Communists. 

The new A-APSC had its origin in the International Asian 
Solidarity Committee which was established at a Communist- 
sponsored meeting in New Delhi in April 1955, a short time 
before the convening of the Afro-Asian Conference in Bandung. 
Its purpose was to give the impression that the New Delhi 
meeting was a preparatory conference for the Bandung 
Conference. This claim was indignantly rejected, particularly 
by the Indonesian Government which played the host at 
Bandung. Nevertheless, the Communists aucceeded in estab- 
lishing a permanent ASC organization in New Delhi and 
branches in most Asian countries. 


appear 


would be needed for the utilisation of new inventions and the 
adoption of new processes of production. Quite as much 
capital again would be required to finance the construction of 
power works and modernise transport and communications. 
Austria, with a population of 7,000,000, is after all only a 
small part of Europe. Austria has no idle capital reserves. 
New capital formed by thrift is substantial but bears no pro- 
portion to the amount of new investment capital already 
needed. Finding the amount of S. 3 milliard yearly to finance 
the development of water-power in Austria is a perpetual prob- 
lem, hitherto sclved only by the help of loans from the World 
ank. Despite repeated tax cuts, more than 40 per cent of 
the national income is absorbed by taxation. The state budget 
is less than S. 35 milliard yearly. This indicates the order of 
magnitude for Austria of the sums named by Dr. Joham and 
the maximum rate at which new capital could be formed in 
Austria by thrift. Obviously Austria could not finance integra- 
tion unaided. ~ 


Most cther European countries are just as urgently in 
need of longterm investment capital as in Austria. Western 
Europe has a total population of more than 250 million. 
Under present circumstances, only a small fraction of the 
capital needed for integration could be raised solely from 
domestic sources. As S.O.S. appeals for capital to finance all 
kinds of new developmental projects are being sent out from 
all parts of the world, the prospect of Europe's being able to 


The ASC was relatively quiescent until the end of 1956 
when it staged an Asian Writers Conference in New Delhi in 
December, at which it was decided to sponsor an Afro-Asian 
People’s Conference in Cairo, and to re-name the ASC the 
Asian-African Solidarity Movement. 

The Cairo conference, which eventually took place in 
December 1957, was clearly engineered by Soviet and Chinese 
Communists and, as its discussions ‘revealed, was notable chiefly 
for the blunt manner in which Communist propagandists 
monopolized the proceedings. The resolutions of the confer- 
ence——on Palestine, Algeria, nuclear weapons, racial discrimina- 
tion, and imperialism—were clearly Communist-initiated. 
While, in the resclution on imperialism, Western “interference” 
was denounced, no mention was made of the Warsaw Pact, or 
of Communist “‘interference’ in the affairs of the Satellites, 
Tibet, Mongolia, or Soviet Central Asia. 

The Cairo Conference also provided the forum for 
seemingly impressive offers of Communist bloc economic aid 
to the African and Asian countries. 

The Communist intentions with respect to the Afro-Asian 
People’s Solidarity Council are clear: they hope through this 
mechanism, with its local branches (the most recent to -be. 
established is in Thailand), to further foment anti-Western 
sentiment and to swing the sympathies of Asian countries, 
where “‘colonialism’’ is no longer a live issue, to the support of 
African ‘‘liberation.”” It is significant, however, that their 
ham-handed performance at Cairo has engendered the hostility 
of a number of Asian countries and influential groups. 

While Communist ‘subversive tactics in South-East Asia 
now to be guided by the dictates of “peaceful 
co-existence,” the, threat is no less real than it was in the late 
Forties and early Fifties when the “hard” line of violent take- 
over prevailed. 

There are encouraging signs of increasing awareness ‘in 
South-East Asian countries of the true nature of the inter- 
national Communist conspiracy, despite its current ‘‘peaceful”’ 
guise. The implications of the Declaration of Moscow, in 
November 1957, which reaffirmed the Communist aim of world 
conquest, and of the new break in Soviet-Yugoslav relations, 
which has revealed once again the hypocrisy of alleged 
Communist support of “peaceful co-existence,” have not been 
missed in South-East Asia. 
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obtain from foreign sources as much capital as will be needed 
for integration is remote. 


Spontaneously, however, the question arises whether the 
rate of creation of new capital in Europe could not be very 
greatly accelerated. Speaking at the General Meeting of the 
Swiss Bank Corporation on the problem of financing the 
development of hydroelectric power works in Switzerland, 
President Dr. Rodclphe Speich said that there would be no 
difficulty whatever at the outset if one had recourse to bank 
credit. But at a time when full employment prevailed, the 
moment the amount invested exceeded that of the capital 
newly-formed by thrift, inflationary effects appeared. Soon, 
rising prices destroyed faith in the currency whereupon the 
willingness to save shrank. 


Recently, in an exceedingly thought-stimulating booklet 
entitled: “‘La Suisse et l'Europe’ Professor Dr. Henri Rieben of 
Lausanne University, a close collaborator of M. Jean Monnet, 
emphasised the significance of certain salient facts that suggest 
how the problem of creating enough new capital in Europe to 
meet the needs of integration might be solved. “In 1949”, 
writes Rieben, “270 million Europeans had a total national 
income of $160 milliard while 160 million Americans had a 
gross national income of $260 milliard. Thus, in 1949, the 
creation of wealth per head in the U.S.A. was 2'\4 times as 
great as in Europe. Today the difference is greater still, since 
each American, on the average, produces $1800 and consumes 
$1400 while the European must be content with only one-third 
of each of these figures. The explanation of this difference is 
simple i 

“In 1953°' says a report of the O.E.E.C. “the annual 
industrial consumption of energy per Worker in the U.S.A. was 
25 tons of coal equivalent, while the corresponding average per 
worker in the O.E:E.C. countries was only 8 tons of coal 
equivalent." “Expressed in terms of electrical energy” states 
Rieben “consumption of energy per worker per year in the 
U.S.A. was 175,000 kWh and in Europe only 65,000 kWh.” 


Here lies the crux of the whole problem. 


“Moreover”, continues. Rieben, “‘electrical energy is not 
only scarcer in Europe than in the U.S.A. but much costlier ... 
In 1954, the average price of coal per ton in the U.S.A. was 
$8.95, in Germany $12.15, in France and Great Britain 
$14.60 ... Is it then surprising that, in order to earn and 
consume three times as much, the American has to work much 
less than the European, namely, about 2150 hours per year 
as against 2330 in France, 2408 in Great Britain, 2492 in 
Switzerland and 2636 in Germany. So that it is natural that 
today the American has 50% more buying power than in 
1929 although he works 15% less. With aggregate industrial 
production three times ours, the U.S.A. from 1938 to 1954 
succeeded in maintaining the annual rate of expansion of 
industrial output at 6% whereas the rate of increase in Europe 
was only 214% per year.” 

According to the “Three Wise Men’, the six countries of 
the European Coal ‘and Steel Community must import nearly 
a quarter of their energy aupplies,, namely, the equivalent of 
100 million tons of coal yearly. Europe is the only great 
industrial region of the world that cannot cover its own energy 
needs from its own resources. The Soviet Union has no energy 


deficit. 

In 1956, a report issued by the O.E.E.C. showed that the 
total European production of coal, lignite, hydropower,. crude 
oil: and natural gas, expressed in tons of coal equivalent, was 
far more rapidly than the increase of production, the European 
gap is widening as the following table shows: 

«(In millions of tons of coal equivalent) 


1955 1960 1975 

(estimated) (estimated) 
Primary energy consumption «--++++++eeeeee 730 840 ae 
Domestic productioh ves eevee aise eveteiaincs) 584 645 EB 
The total Europeaw energy deficit «-.--+++++ 146 195 445 
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These estimates are based on the assumption that the 
increase of economic production would continue at Present 
rates. The avowed purpose of integration, however, is to 
augment economic production far more rapidly, so as to raise 
the standard of living in Europe to the same level as in the 
U.S.A. On March 18, Comrade Khrushchev told a group of 
American observers in Moscow that the Soviet Union was firmly 
resolved to overtake the industrial production in the U.S.A. 
within 15 years. Even if that target is not reached, there is 
quite a possibility that the Soviet Union might overtake the 
European standard of living because the rate of increase of 
output of energy in the Soviet Union is far greater than in 
Europe. Without substantial increase in the European energy 
supply there can be no increase in European production. 
Integration would not be able to achieve its purpose, 


At the time. the six countries of the European Coal and 
Steel Community in 1955 decided to form a customs union, 
the gravity of the energy deficit problem was already fully 
understood. To meet the emergencies foreseen, the six coun- 
tries decided to create EURATOM to conduct nuclear research, 
train scientists and as quickly as possible begin the generation 
of nuclear energy for economic use. Of all European countries, 
Great Britain is farthest advanced in the realisation of plans 
for making nuclear energy available for economic use. Britain 
imports about 12% of her total energy requirements. The 
six Euratom countries have to import about 23%. If nuclear 
Power were not available in ten years’ time, Great Britain 
would by then be importing about 22% and the Euratom 
group 33%. According to present schedules, Great Britain 
expects to reach a capacity of 6 million kW by 1965. If she 
does so, fuel import into Great Britain should be stabilised by 
1960. The Euratom group plans to reach a capacity of 15 
million kW by 1967, energy imports becoming stabilised at 
around 165 million tons of coal equivalent yearly in 1963. 


Whether these targets can be reached depends on what 
amount of capital can be made available for: |. augmenting 
the output of all domestic sources of power and 2. building 
the requisite nuclear power stations. Conventional power 
sources will however still be of prime importance. Given 
capital, the present supply of conventional energy could be 
increased at once, whereas nuclear power plants take up to 
four years to build and cost quite three times as much as 
thermal power stations. We are not yet sure what types of 
reactor would best suit Europe. Europe will always be able 
to use all the conventional energy she can generate. Not only 
is energy from conventional sources cheaper, but nuclear energy 
cannot always replace that from conventional sources. Experts 
compute that nuclear energy is unlikely to provide more than 
8 per cent of the total energy demand in Western Europe in 


1975. 


But under no circumstances could the energy deficit 
problem .be solved without the recruitment of nuclear power. 
Even if capital were abundant, not more than one-third of the 
increase of the need for power in the next 20 years could be’ 
provided from conventional sources. When all European 
domestic sources of power have been developed in full, one-half 
of the power consumed in Europe will still have to be imported, 
unless by that time nuclear power is available in sufficient 
quantity at economic cost. If, from the capital made available 
by the U.S.A. to promote development in backward countries, 
priority were given to financing projects in Europe for closing 
the energy gap, the acceleration of the rate of capital-formation 
in Europe would make Europe independent of help from the 
U.S.A. much sooner. Europe would itself become an exporter 
of capital, thus taking a larger share in helping less-developed 


countries. 


In principle, the soundness of this reasoning has already 
been acknowledged by the U.S.A. In a communiqué issued in 
Washington the American experte declared the Euratom pro- 
ject as feasible and undertook to make 18 tons of enriched 
U 235 available immediately it should be required. To 
produce, this quantity of fuel would.require about twice the 
amount of energy consumed in France in one year. This 
figure indicates the immensity of the scale of operations 


contemplated by EURATOM. 
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THE GROWTH OF MODERN KOWLOON’ 


By T. R. Tregear Ph.D. and L. Berry M.Sc. 


(Geography Department, University of Hongkong) 


Kowloon, as we know it, is mainly a product of the 20th 
century. In the last 57 years it has developed from a mere 
offshoot of Hongkong, a small town with 43,000 people, to 
a modern city as important to the development of the Colony 
as Hongkong Island, boasting much of the colony's industrial 
works and supporting over a million people. 

The lease of the New Territories was the trigger which 
released the rapid expansion of Kowloon. The area south of 
the Kowloon hills was now part of the urban area, New 
Kowloon, (Map 1!) and further expansion could move into this 
hitherto alien territory. This was realised right from the 
beginning and during the take-over negctiations many squatters 
attempted to establish rights to, what they hoped was, valuable 
land north of the former frontier. In particular the beach at 
old Sham Shui Po became ‘‘a mass of filthy hovels’” with each 
tenant claiming ownership of his bit of the beach. Sorting this 


out became one of the first tasks of the new administration and | 


at Sham Shui Po an especially detailed land survey was required 
to map the minute “‘holdings’’.* 

We can follow the development of Kowloon in the century 
on the basis of three maps, fortunately all on the same scale. 
Map 15 is dated 1904 but shows conditions a couple of years 
before that, as does Map 16 dated 1924, while 17 (1947) gives 
the immediate post-war conditions which as far as town layout 
is concerned are very similar to those of 194]. 

During the important period between Maps 15 and 16 
reclamations brought the coastline into something like its 
present form, the beginnings of modern road patterns evolved 
in the northern part of the peninsula and the zone of Chinese 
villages and rice cultivation was pushed yet further to the north. 

The idea of a railway to Canton had been mooted by a 
group of Chinese businessmen and part of the route surveyed 
before the New Territories were leased. Afterwards the scheme 
was pushed forward using government resources in British and 
Chinese territory respectively. This was an important step in 
the development of Kowloon as the new land route helped to 
channel goods here rather than across the harbour. Routes 
for the railway were fairly obvious in the northern undeveloped 
part of the peninsula but in the laid out areas of Tsim Sha Tsui 
reclamation had to. provide the additional land required. A 
considerable area in Hung Hom bay was filled jn to provide the 
land for marshalling yards, repair sheds and future expansion 
of traffic; while the bay and old Police Basin at Kowloon Point 
were filled in, and other land resumed for the railway terminus. 
This large building and most of the other installations to the 
seaward of Salisbury Road were completed in 1916. 

Reclamation was also part of the answer to the still slum 
like conditions at Sham Shui Po and the first stage of the 
scheme was carried out partly by government and partly by 
private lot holders (Map 16). ‘‘The hovels and alleyways were 
swept away, land reclaimed, and modern suburbs with wide, 
bold streets laid out’’.* This area has little changed up to the 
present day, though ‘modern suburb’ no longer applies. 
Government reclamation also continued at Tai Kok Tsui and 
the Cement and Dock Companies extended their land at Hung 
Hom by further building out to sea. An idea of the man- 
made changes of landscape taking place may be derived from 
the fact that 301,000 cubic feet of material were removed from 
Waterloo Road cuts into the comparatively small dockyard 
reclamation at Hung Hom. 

In this spate of activity the largest plan was put forward 
by the Tai Tack Land Investment Company who sponsored a 
comprehensive scheme of private reclamation at the head of 
Kowloon Bay. This involved 210 acres of land of which 15] 
were to be reclaimed from shallow water. The land would 
be laid out and then developed as a garden city for retired 
businessmen from Hongkong and Canton. After considerable 
negotiation, work started in 1917. Progress was good during 
the next few years but in 1921 little further Progress was 


* This is the 5th article in the copyrighted series of ‘The Developmen 
7 f E v t of 
Hongkong’ which began in the issue of July 10, 1958. ies 


reported. After 1921 work was concerned with the develop- 
ment of the area already reclaimed. Later the whole scheme 
was taken over by the government and, with the advent of the 
air age, became Kai Tak airport. 

Other reclamations were carried out by private lot holders 
at Tokwawan and by Standard Oil Company at Lai Chi Kok, 
not shown on the map. With the new development at Sham 
Shui Po the extensive lumber and junk building yards which 
had grown up there had to be re-accommodated, most of them 
by a further official reclamation on the east of Kowloon Bay. 

During this 20 year period, considerable development 
was also taking place inland. Many of the river valleys, 
formerly used for rice cultivation, were coming within the orbit 
cf urban development. Naturally they were often swampy, ill 
drained and lowlying and before roads and houses could be 
built, a great deal of filling was often necessary. The present 
contours of Kowloon show considerable changes that have 
taken place in the natural landscape. Many low hills have 
disappeared and others severely cut into, while most of the low 
lying land has been raised by fill.* With the reclamation at 
Hung Hom Bay, Chatham Road (then Des Voeux Rd.) had to 
be considerably raised so that although it represents roughly 
the position of the former shoreline it is now some ten feet 
above the original level. 

Reports and Government Gazettes through these years 
continually refer to preparation for further development. 
“Filling the low lying area east of Shanghai Street and north of 
Fife Street from the debris gained from the Coronation Rd. 
extention’. “Filling in the low ground at Mong Kok"; 
excavation and filling for the new Kowloon Tong development,* 
were three of the major schemes. 

Road and housing development followed both the reclama- 
tion and inland schemes. Dates of the completion of some of 
the additions to Kowloon roads are found on Map 16 (new 
roads are shaded red). The growth of the city meant that the 
duplication of many road names with those of roads on 
Hongkong Island was becoming a considerable embarrassment 
(e.g. Des Voeux Rd., Robinson Rd., MacDonnell Rd.) and in 
1908 the Kowloon names were changed to their present forms. 
The most important road extension was the pushing of Nathan 
Road northward to form the main artery of the city. This was 
held up in the early stages by the obstinacy of the farm lot 
holders across its path and later by the very considerable 
amount of rock excavation in one or two spots. North of the 
old Yau Ma Ti theatre the road had to be diverted around a 
hill for two years until quarry work had removed the obstruc- 
tion. Thus even in 1922 (Map 16) the link with the Tai Po 
Road was not yet complete.® 

Building activity was intense in the years after the close 
of the first World War, but parts of Tsim Sha Tsui lagged behind 
this development and in 1920 the law relating to building, on 
some of the early sites sold, had to be changed to force owners 
to develop their land. As part of the plan for Tsim Sha Tsui 
an attempt was made to obtain the strip of land which forms 
the Nathan Road frontage of Whitfield Barracks but apparently 
negotiations with the Army were not successful. In 1923 
there was a fantastic boom in housing and land values. Prices 
in the Kowloon peninsula were three or four times those of the 
previous year; great building activity took place and much land 
changed hands. Not surprisingly this was followed by a 
recession the following year. 

The period closed on a happy note. Negotiations had 
been completed for the hand over of the Military lands in the 
urban area in exchange for other remoter situations. Both 
army and navy were satisfied with alternative locations mainly 
at Tai Tam on H.K. island. This was never implemented and 
it appears that world depression, retrenchment and unwilling- 
ness to use funds for this purchase during the following years 
caused the scheme-to be dropped. 

: The 21 years from 1925 to 1945 were as eventful as any 
in the Colony’s history; the first few saw an era of building 
and expansion, then came years of depression and retrenchment 
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INDUSTRIAL CONSTRUCTION IN CHINA 


Thousands of factories, it appears from official reports, 
are being built in China to-day. The emphasis is now on the 
construction of plants manufacturing chemicals, fertilizers, 
steels, glass products, cement, machinery and tools, scientific 
instruments, pharmaceuticals, tractors, motor vehicles, oil pro- 
ducts and canned food. Following are reports from various 
industrial centres on their recent achievements, actual or 
claimed. It is not possible to verify statements made in China. 

Shanghai—A new measuring instruments plant was com- 
pleted last month. It can produce 34,000 sets of thermo- 
technical equipment a year for measuring pressure, fow and 
temperature, as well as electronic and other precision in- 
struments and meters. The plant was built by amalgamating 
and expanding the Hsincheng and Hsinhsin instruments and 
meters plants. It has a total building area of 15,000 square 
metres. A riew silicon steel sheet mill was also completed last 
month. It took nine months to build. Silicon steel sheeting 
is indispensable for making generators, electric motors and 
transformers. In the past, China's supply of this material for 
its power equipment industry was partly provided by the Tai- 
yuan Iron and Steel Plant and the Anshan Iron and Steel 
Company, and partly depended on imports. Construction of 
Shanghai's first alloy steel plant began recently. It will have 
an annual capacity of 100,000 tons of alloy steels and high 
grade steel. By the end of this year, the plant's smelting, 
forging, steel-rolling and heat treatment workshops will be 
completed. By then the first phase of construction on the 
project will be finished and the plant will be able to turn out 
20,000 tons of alloy steels and high grade steel annually. 
When completed, the plant will supply various kinds of high 
grade rolled steel to the ship building, machine building and 
precision instruments industries in Shanghai. Another steel 
plant is also under construction. It will have an annual 
capacity of 20,000 tons of seamless tubes and 40,000 tons of 
welded pipes. Construction will be completed in the third 
quarter of this year. 

Peking—Work started recently on a big ball bearings 
plant in the eastern outskirts. The factory buildings to go up 


in the first stage of the work cover a ground space of 60,000 
square metres. Equipment for the plant will in some cases be 
fully automatic. There will be no boilers, or chimneys in the 
plant which will get its heat supplied by the Peking Heat and 
Power Station. The Peking Glass Factory,. one of China's 
biggest, is now in its second stage of construction. When com- 
pleted this year, the factory will have an annual capacity of 
11,000 tons. The glass products this factory will turn out in- 
clude optical and other precision lenses, quartz glass, tempered 
glass, glass fibre, glass wool and various scientific and medical 
glass apparatus. The factory is being built with the help of 
experts from the German Democratic Republic and will be 
equipped with German machines. The Peking Chemical 
Works are being expanded with the aim of doubling the plant's 
output. Buildings covering an area of 25,000 square metres 
are being added. The organic and inorganic chemistry work- 
shops are being extended and rare metals, fluoride, rubber and 
photo supplies sections are being built. The newly added 
sections will be in operation before the end of this year, en- 
abling the plant to produce various chemical reagents, rubber 
antioxidant, catalysts, titanium, strontium, zirconium, tantalum, 
beryllium and molybdenum. A coal carbonisation plant will 
also be constructed. When completed, it will have an annual 
output of 3,500 tons of synthetic oil. Financed by the Peking 
Municipal Government, the plant is scheduled to go into 
operation in April next year. 

Paoting—Work began last month on the construction of 
a photographic-chemicals plant on the western outskirts of 
Paoting, about three hours’ ride from Peking by railway. 
When completed, it will produce 350 million metres of film a 
year, including black-and-white and colour film. It will also 
produce recording tapes, films for radiography, aerial photo- 
graphy and scientific research, photo-engraving plates and 
photographical plates, rolls and paper. t present, China can 
only produce a small amount of photographical film and paper 
and has to import motion-picture and radiographical film. 
The first stage of the work will be finished in 1960, but it will 


begin partial operation in the second half of next year. 


followed by a large influx of population due to the Japanese 
hostilities in China. Little development took place during the 
war years and the 1947 map (Map 17) shows much of the 
details of prewar Kowloon. 

Population in the Colony and particularly in Kowloon 
continued to rise rapidly in the Twenties. In 1931, Kowloon's 
population had increased 113% in ten years, totalling 265,000. 
Though overcrewding increased, development of new areas and 
expansion of old, helped to absorb this mass of people. 
“Greatest expansion had been in Yau Ma Ti, Mong Kok, Sham 
Shui Po and Kowloon City’’.* The population of Tai Kok Tsui 
and Sham Shui Po rose from 16,521 in 1921 to 67,184 in 1931, 
while Tsim Sha Tsui only increased by about 4,000. 

In the newly developed areas much of the increase was 
made possible by developing the reclaimed areas and reclaiming 
still more land. A considerable amcunt of the new land shown 
on Map 17 was won during this ten year period. In 1926 the 
second stage of the Sham Shui Po reclamation was completed; 
Tai Kok Tsui was finished in 1928 and the two parts of Kowloon 
Bay (east and west) in 1927. Tai Kok Tsui area alone 
involved the removal and deposition of 743,700 cubic yards of 


material. Standard Oil Company's premises at Lai Chi Kok 

and the water boat dock there, were also part of this burst of 

activity. : 
With retrenchment in the depression years no ‘main 


schemes of reclamation were undertaken. Work being carried 
out at Ma Tau Kok was suspended in 1929 and started again 
later in an indefinite manner. Some reclamations along the 
Castle Peak Road were completed but not developed. The 
Vehicular Ferry piers were constructed in 1931. Also during 
the Thirties dumping of debris and rubbish went on at the 
Cheung: Sha Wan, Kun Tong and Sung Wong Toi (Sung Hill) 
areas but slow progress was made. In the latter part of the 
decade whem schemes were once more afoot, implementation of 
the development plans was halted by the war. Apart from 


some Japanese reclamation at Kai Tak little development 
occurred during the war years. 

Road development was also vigorous in the twenties:— 
Waterloo Road extension, Tokwawan Road, Argyle Street 
extension, Chatham. Road extension and many other minor 
roads were all completed during this period. Deliberately slow 
progress was made on some of the schemes as retrenchment 
became the order of the day. However the airpert continued 
to develop slowly up to the war. 

The Kowloon Tong development scheme, planned earlier, 
was finished in 1930. This provided a garden city with well 
laid out houses with gardens in a reserved part of the town. 
The land was developed and then sold privately by the Kowloon 
Tong and New Territories Development Company. This meant 
the resumption of Kowloon Tong village and with the growth 
of Kowloon City as yet another grid-iron-patterned suburb the 
former villages were now nearly all absorbed by the spreading 


urban mass. 

Pre-war plans for extension included much of the Kowloon 
City-Diamond Hill area for development as a mads of blocked 
out streets as well as building development on the reclaimed 
areas and in the foothills. Because of the war and post-war 
political events this development has not taken the lines 
indicated though the population is now.far in excess of the 
pre-war figure. 

( NOTES 
1H. K. Government Sessional Papers 1902. Report on Cadastral Survey. 


2 Ibid 1921 Census Report. ; 

8 much so that the rapidly changing face of Kowloon was once given as an 
excuse for not making topographical maps of the peninsula. ‘‘The hills are being 
taken down anyway."’ 3 

% Public Works Administration Reports. : 

5 Nathan was much criticised at the time for his plan to extend Nathan Road 


(‘Nathan's Folly’’) as the main route through the city but his foresight has resulted 
in an excellent wide road around which expansion can take place. ‘ 
8 Report on the Census of the Colony df H. K. 1931. W. J. Carrie. p. 18. 
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Hantan (South of Peking in Hopei)—An iron and steel 
plant, which will be the biggest side-blow acid Bessemer con- 
verter steel plant ever built in China, is under construction. 
When the first stage of the project is completed in 1960, the 
plant will have a gross annual output of 900,000 tons of iron, 
600,000 tons of steel and 500,000 tons of rolled steel. In 
1962, when the second stage of construction is finished, its 
output of steel will be 1,200,000 tons a year. A big coking 
workshop in the plant will produce benzene and 18 other 
chemical raw materials. Hantan is near rich iron ore de- 
posits and not far from the Feng Feng Coal Mines that provide 
high-grade coking coal. : 

Tientsin—The North China Pharmaceuticals Plant went 
into full operation recently after, five months’ trial production. 
It has departments of anti-biotics, starch and glass making. 
The Soviet Union and Democratic Germany have helped with 
the designing, installation of equipment, trial production, and 
the training of technicians and skilled workers. Construction 
of the plant started in 1955. This plant marks a new stage in 
China’s pharmaceuticals industry. China had no anti-biotics 
industry before 1950. At that time, all penicillin and strep- 
tomycin were imported. Despite the great development in the 
pharmaceuticals industry since then, production still lagged 
behind the growing demand; until this plant was built some 
penicillin and streptomycin still had to be imported. 

Shihkiachwang—A tractor plant, the first of its kind in 
Hopei, is now under construction in Shihkiachwang. The 
plant will be able to produce 20,000 multi-purpose tractors of 
25 horse-power annually when completed next year. 

Sian—An oil mill, using cotton seeds as its raw material, 
is now under construction in Sian. The plaht is expected to 
produce 8,000 tons of edible oil and 1,700 tons of residue a 
year. The hull of cotton seed will be used for producing fur- 
fural, a raw material for synthetic fibres and plastics. The 
cotton linter will be used as a raw material for the chemical: in- 
dustry and the oil dregs for making soap. A cotton knitwear 
plant now under construction will be able to turn out 700,000 
dozens of knitwear items annually. All the yarn needed for 
the plant, from 6 counts to 60 counts, will be supplied by the 
cotton industry of Shensi Province. 

Kaifeng—Building work began recently on a chemical 
fertiliser plant which will have a yearly output of | million 
tons. This is the first plant of its kind in Honan Province and 
will constitute the centre of a network of chemical fertiliser 
plants in the province. By next year when the first stage of 
the project is completed, it will turn out 200,000 tons of phos- 
phate fertiliser, and a similar quantity of nitrogenous fertiliser 
a year. By 1962, the nitrogenous fertiliser output will reach 
800,000 tons a year, and double superphosphate will also be 
produced. 

Tsining—A wool processing mill with an annual capacity 
of 10,000 tons has gone into production in Tsining in the Inner 
Mongolian Autonomous Region. Another processing plant, 
having the same capacity, went into operation last August. 
The new mill, with a total oor space of 20,000 square metres, 
will process goat hair, sheep wool and. camel's hair produced 
in the western part of the autonomous region and two ad- 
ministrative regions of Shansi and Shensi provinces. 

Huhehot—A factory to produce veterinary vaccines and 
serums is now under construction in Huhehot, Inner Mongolia. 
It will make anti-anthrax serum, attenuated virus for sheep-pox, 
vaccine for contagious pleuropneumonia of cattle and vaccines 
for chickens, goats and other livestock. The drugs produced 
here will also be supplied to other parts of China. The factory 
buildings are expected to be completed before the end of next 
year. 

Harbin—A total number of '31 chemical plants will go 
into construction this year. They include a synthetic fibre 
plant with an annual output of 6,000 tons of caprone, a synthe- 
tic rubber plant with an annual output of 8,000 tons of synthe- 
tic rubber, a chemical fertiliser plant with an*annual output of 
two million tons of nitrogenous fertiliser and a chemical plant 
with an annual output of 2,000 tons of plastic. They also in- 
clude some basic chemical plants to manufacture sulphuric acid, 
anti-biotics, caustic soda, calcium and other chemicals. Two 
gas plants will also begin construction this year. By 1962, 
Harbin will have 65 big and medium-sized chemical plants as 
the backbone of its chemical industry and will be one of 
China’s chemical industry bases. 
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Changchun—Construction of Kirin Province’s first tractor 
plant, which will turn out 7,000-10,000 medium-sized tractors 
annually began recently in Changchun. To be completed next 
year, this plant will turn out 24 H.P. and 30 H.P. tractors 
which will be used for ploughing, sowing and other field work 
and for transport. They will also be used to generate 
electricity to operate machinery to process farm produce. The 
tractor plant is being built on the site of an existing diescl 
engine factory which is being expanded to serve as one of the 
workshops for the tractor plant. It is expected that the 
plant will be able to turn out 5,000 tractors next year. Three- 
fourths of the construction costs of the project will be borne by 
the Kirin Provincial Government. The rest will be gontributed 
by the First Ministry of Machine Building under the Central 
Government. Industrial and planning departments in Kirin 
Province are helping in the design and construction of the pro- 
ject. The First Motor Vehicle Plant in Changchun will supply 
all the technicians needed for the plant’s chassis and assembly 
workshops. 

Kweiyang—Construction of a big cement plant started re- 
cently. It is expected to go into operation in the fourth quarter 
of next year and turn out 315,000 tons of cement a year, six 
times as much as the province’s present output. The plant, 
which is financed by the state, was originally planned to be 
completed in 1961. The early revised schedule was inspired 
by the general line for socialist construction drawn up by the 
second session of the 8th National Congress of the Chinese 
Communist Party. This revised schedule cuts nearly two years 
from the original plan. By cutting down on some unessential 
items, a saving of one-third is being effected.in the amount of 
investment needed. Till now, 50% of cement needed in the 
province was provided by other provinces. This plant will 
meet all the estimated needs of the growing industry, agricul- 
ture, transport and communications in Kweichow Province. 
An electric copper refinery with a daily capacity of seven to 
twelve tons went into production last month. 21 copper re- 
fineries were set up in the first four months in the Weining Yi- 
Hui-Miao Autonomous County, but those refineries, using 
traditional local methods of smelting and refining, turn out very 
low-quality copper. The new electric copper refinery will 
turn out high-quality copper. Kweiyang is also building a 
cotton knitwear plant in which all the dyeing, spinning, knitting 
and weaving processes will be entirely mechanised. When put 
into operation in the second half of next year, it will turn out 
3.9 million various shirts, sweaters, underwear and other knit- 
ted goods a year. All the cotton yarn needed for the plant 
will be supplied by the Kweiyang Textile Mill. 

Tsunyi—Construction of four major factories has started 
in Tsunyi City, a mountainous province of Kweichow. They 
include an iron and steel plant. The construction of the iron 
and steel plant will play an important role in the provincial 
ferrous metals industry. It will go into partial production 
next year. When fully completed in 1962, it will be able to 
turn out 1,5 to 3 million tone of steel, rolled steel and iron 
annually. A new chemicals plant, to be completed in the 
fourth quarter of this year, will produce 5,000 tons of. potas- 
sium permanganate, 10,000 tons of chlorosulphonic acid and 
other products. A new meat processing plant which is being 
built will have an annual processing capacity of 180,000 tons 
of meat. 

Kunming—Construction of a large chemical fertiliser plant 
began recently. The plant is situated near a highway and 
railroad junction. When completed in 1962 it will have an 
annual output of 100,000 tons of synthetic ammonia, 200,000 
tons of double super phosphate and 100,000 tons of fused cal- 
cium magnesium phosphate, a new fertiliser. This will provide 
every hectare of arable land in Yunnan Province with 300 
kilograms of chemical fertiliser, which in turn will raise the 
Province’s paddy yield by 2.8 million tons. When the plant 
goes into partial operation next year, it will produce 200,000 
pier ie double super phosphate and deflorinated phosphate 
ertiliser. 
’ Hofei—A chemical fertiliser plant Aow under construction 
in Hofei, capital of Anhwei, will have a production capacity of 
840,000 tons of ammonium sulphate a year. This is 24% 
more than the total output of chemical fertiliser in China in 
ou, 7 i Wee pele “s the Project will be completed in 1960, 
oe z ‘ ead of the original plan. ' Construction of an 

num plant started recently. It will be put into full 
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ECONOMIC & CULTURAL 
REPORTS FROM JAPAN 


JAPANESE-SOVIET FISHERIES 


After many turns and twists, a compromise was now 
reached by the Japanese-Soviet Northwest Pacific Fisheries 
Commission, which began its first session in Moscow on January 
13 this year; and between the representatives of the two 
governments who conducted negotiations in connection with the 
work of the Commission. As it is known, Japan has a popula- 
tion of 90 million people crowded into four small islands and 
dependent mainly on marine resources for their animal proteins. 
Thus, the placing of various restrictions on these resources is 
a matter of life and death to the Japanese. 

The most vital problems at the recent conference and 
negotiations were, as in the preceding year: (1) the deter- 
mination of this year’s total volume of salmon and salmon trout 


operation in June next year. Hofei has also started the con- 
struction of a tractor plant with an annual output of 5,090 
tractors, a motor vehicle plant with an annual output of 5,000 
light lorries, a machine tools plant with an annual output of 
7,000 machine tools and a ball-bearing plant with an annual 
output of 50,000 sets of ball-bearing. The construction of 
these four machine building plants is part of the measures taken 
by the local government to turn Hofei into a machine building 
centre. More than 20 machine building plants will be in con- 
struction before the end of this year. Many of the existing 
factories in Hofei have switched over to the production of 
machinery. 

Nanking—A phosphorous ore dressing plant with an 
annual capacity of 300,000 tons of concentrated ore has gone 
into production. It is the first plant of this kind ever built in 
China. The concentrated ore can be used for making various 
phosphorous chemical fertilisers and for smelting phosphorized 
The plant is based on what was formerly a small mine 


iron. 
using handicraft methods. Large-scale construction started in 
1956. Nanking is also building an oil refinery with an 


annual capacity of up to three million tons. When completed 
in the first half of 1960, the refinery will take the crude oil 
from the recently-discovered oilfield in Central Szechwan and 
produce aviation fuel, motor spirit, kerosene and lubricating 
oils. A number of chemical] plants will be set up to make use 
of its by-products. They will turn out hydrogen, methane, 
ethylene, butylene, synthetic rubber, synthetic ammonia, sul- 
phuric acid and other products. 

Nanchang—A jute mill recently started operation in 
Nanchang, Kiangsi. It will produce 13 million gunny bags a 
year. This plant is the most up-to-date equipment in the 
country. Till now the jute produced in the province had to 
be sent to other provinces for processing and the gunny bags 
needed had to be brought in. Construction of the plant 
started in November last year. 

Wuhan—The Wuhan Heavy Machine Tools Plant, the first 
of its kind in China, started operation last month. The plant 
produces heavy machine tools to scores of specifications. This 
year it plans to make 200 heavy machine tools of 12 specifica- 
tions to supply China's machine-building industry., The 
smallest machine tools made here will weigh scores of tons and 
the biggest. hundreds of tons. The plant was built with Soviet 
aid. Construction began in April 1956. It was originally 
scheduled to be completed at the end of 1959. 

Canton—China’s biggest canned food plant, the Kwang- 
tung Cannery, went into operation recently. It will turn out 
5,843 tons of canned fruit, vegetables, poultry and meats this 
year. From 1959, production will reach 20,000 tons yearly. 
The construction of this plant was started in August 1956. 
Kwangtung is a great fruit producing province, well suited for 
the canned food industry. In the Second Five-Year Plan 
period, the province’s acreage of pineapples, oranges and 
tangerines, lichees and bananas will be expanded to 10,600 
hectares and 43 more canneries of various sizes will be set up. 
When all of them join production, they will turn out 150,000 
tons: of canned fruits every year. By then Kwangtung will 
rank among China's leading bases for canned fruits and 
vegetables. 


catches in the restricted area defined in the Japanese-Soviet 
Fisheries Agreement; and (2) salmon and salmon trout fishing 
in the Okhotsk Sea. On the question of determining the total 
volume of salmon and salmon trout catches for this year, Japan 
at first proposed 145,000 tons as a safe quantity from the 
standpoint of the preservation of resources. The Soviet Union, 
however, rejected this figure and instead suggested an overall 
prohibition of salmon and salmon trout fishing in the Okhotsk 
Sea claiming that these resources were in danger of extinction 
as a result of Japan's off-shore fishing. Both sides refused to 
concede. On the issue of placing restrictions on the Okhotsk 
Sea, Japan maintained that it was questionable from the 
scientific standpoint and at the same time undesirable in view 
of the principle of the freedom of fishing on open seas to place 
an overall prohibition of fishing in a large expanse of open 
water. The Japanese delegation exchanged heated arguments 
with the Soviets, asking them to withdraw their proposal. A 
common ground of agreement, however, could not be found. 
On the question of various other fishing restrictions, opinions 
differed and the Commission experienced difficulties. 

Under these conditions, Tsunejiro Hiratsuka, Japanese 
Government representative, met with A, A. Ishkov, Director of 
Gosplan’s Fisheries Department, on February 11 and 27 in an 
attempt to break the deadlock. Ishkov, however, told Hiratsuka 
that understanding had already been reached on the matter of 
reducing the scale of fishing in the Okhotsk Sea. Stating that 
if this problem were settled, the question of the volume of fish 
catch could be immediately solved, Ishkov pressed for the 
suspension of salmon and salmon trout fishing in the Okhotsk 
Sea. In view of the seriousness of the matter, Hiratsuka left 
Moscow on March 2 and hurried home for consultations with 
the Government. Taking 1958 as a poor year, the Soviet 
Union thereafter immediately proposed 80,000 tons as this 
year's total fish catch on the basis of 100,000 tons for a good 
year and 80,000 tons for a poor year. In order to accelerate 
the talks, the Japanese Government appointed on March 14 
Agriculture and Forestry .Minister Munenari Akagi and 
Tatsunosuke Takasaki, Member of the House of Representatives, 
as delegates to continue negotiations. Agriculture and Forestry 
Vice Minister Tomonosuke Shiomi was appointed alternate. On 
March 22 two delegates, together with Ambassador Suemitsu 
Kadowaki in Moscow, started talks with Ishkov. A series of 
negotiations ensued. 

On April 3, the Soviet Union indicated that if Japan would 
suspend salmon and salmon trout fishing in the Okhotsk Sea 
from 1959, it would consider lifting restrictions in the Okhotsk 
Sea for this year. Japan, therefore, made clear its view that 
after 1959, the problem should be studied under a joint survey. 
Signs of a break in the deadlock appeared at this juncture. As 
the result of further negotiations agreement was finally reached 
on April 21 as outlined below. 

1. Fishing for salmon and salmon trout in the open waters 
of the Sea of Okhotsk shall be stopped from January |, 1959 
and thereafter, taking into consideration the fact that by catch- 
ing salmon and salmon trout on their way to their natural 
breeding grounds would not create favorable conditions for the 
preservation and increase of this valuable fish resource. 
2. The volume of salmon and salmon trout catch in the open 
waters of the Sea of Okhetsk this year shall be fixed at 6,500 
metric tons and operations shall be carried out by catcher boats 
attached to: not more than one mother ship. 3. The total 
annual volume of salmon and salmon trout catch in the area 
defined under the treaty shall be determined at 110,000 tons 


for 1958 only. 
JAPAN-POLAND TREATY 


Upon conclusion of the trade negotiations, which had been 
conducted in Tokyo since March 7 between the governments 
of Japan and the People’s Republic of Poland, a Treaty on 
Commerce and an Agreement on Trade and Payments were 
signed in Tokyo on April 26 by Hisanari Yamada, Vice- 
Minister for Foreign Affairs, on behalf of the Japanese Govern- 
ment, and Mr. Tadeusz Zebrowski, Ambassador Extraordinary 
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and Plenipotentiary, on behalf of the Polish Government. The 


following Joint Communique was issued on this occasion: 

1. The Governments of Japan and the People’s Republic 
of Poland conducted negotiations at Tokyo from March 7 
through April 26 this year for the purpose of concluding a 
treaty and agreement as envisaged in Article 5 of the Agreement 
concerning the Reestablishment of Normal Relations between the 
two countries signed on February 8, 1957. 2. The negotiations 
progressed in an atmosphere of co-operation and mutual under- 
standing and resulted in the conclusion of the “Treaty on 
Commerce’ and the “Agreement on Trade and ‘Payments.’ 
3. The Treaty on Commerce provides broadly for the non- 
discriminatory treatment to be accorded in respect of various 
matters relating to commerce and navigation, including customs 
duties, internal taxation and shipping. The Treaty will remain 
in force for a period of five years, and may continue in force 
thereafter. 

4. The Agreement on Trade and Payments provides 
for the methods of granting permissions for importation and 
exportation of goods to be traded between the two countries 
as well as the method of payments between them. The 
agreement also contains provisions for the transportation of 
goods between the two countries and the arbitration for the 
settlement of commercial disputes. Lists of goods which are 
expected to be traded between the two countries are annexed 
to the Agreement. 5. It is hoped that the conclusion of these 
two international agreements marks a significant milestone in 
the development of commercial relations between the two 
countries on a stable and friendly basis. 


JAPAN-TURKEY RELATIONS 


Turkish Prime Minister Adnan Menderes heading a good- 
will mission of 37 members recently visited Japan as her state 
guest. The visitors arrived in Japan aboard a Turkish plane, 
and left Tokyo for Korea after spending five days of meeting 
government officials, inspecting industrial plants and doing 
sightseeing. With Prime Minister Menderes were Fatin Rustu 
Zorlu, Minister for Foreign Affairs; Sitki Yircali, Minister of 
Press, Broadcasting and Tourism; Muamer Cavusoglu, Chairman 
of the Foreign Relations Committee of the Grand National 
Assembly; and 10 members of the National Assembly. The 
Turkish leader and the Japanese Prime Minister Nobusuke Kishi 
discussed ways of promoting mutual relations. Conversations 
between the two Premiers were carried on in a very intimate 
atmosphere and they exchanged frank views on matters of 
mutual interest to their respective countries. They concurred 
in the opinion that the two nations, by co-operating on the basis 
of mutual understanding and trust, would contribute immensely 
to the cause of world peace. The Premiers further agreed to 
exert themselves in order to find means of enhancing Turko- 
Japanese trade relations, and also agreed in principle to establish 
a Joint Economic Commission of Experts to study the possi- 
bilities of technical and economic co-operation between the two 
countries. Agreement was also reached that they should 
endeavor to promote cultural interchange in the fields of 
science, art, etc. between Japan and Turkey, in order to deepen 
the understanding and to further strengthen the bonds of 
amicable relations between the two nations. The Premiers 
confirmed that their free and frank exchange of views was 
bound to contribute materially toward the furtherance of 
reciprocal understanding and co-operation between Japan and 


Turkey. 
FRENCH GOODWILL MISSION 


A nine-member French parliamentary group visited Japan 
recently on a goodwill mission for the purpose of strengthening 
friendly ties existing between the two countries. The group 
which was headed by Gaston Monnerville, President of the 
Council of the Republic, arrived aboard an Air France plane 
on its inaugural flight over the North Pole route. M. Monner- 
ville was received in audience by the Emperor and also met, 
together with the other members of the group, Prime Minister 
Nobusuke Kishi, Speaker of the House of Representatives Shuji 
Masutani, President of the House of Councillors Tsuruhei 
Matsuno and Foreign Minister Aiichiro Fujiyama. 

President Matsuno, who was invited to France last year at 
the invitation of M. Monnerville, held a reception for the 
French guests. He introduced them to the House of Councillors 
in session and all the Members present accorded a rousing 
ovetion in honor of the French visitors. On the occasion of 
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the visit of the French Parliamentary Mission, a Franco- 
Japanese Parliamentarians Friendship Club was organized in 
the National Diet. Naotake Sato, Member of the House of 
Councillors and former Ambassador to France, was elected 
President of the new club. Several years ago, a similar group 
was formed in the French Assembly under the leadership of 
Max Brusset, one of the members of the delegation. 

There has been a notable increase lately in the number of 
French personages visiting Japan, reflecting the growing affinity 
in Franco-Japanese relations. Since the visit of ex-premier 
Antoine Pinay last autumn at the invitation of the Japanese 
Government, Japan has played host to Henri Caillavet and Louis 
Jacquinot, deputies of the lower and upper assemblies, respec- 
tively, as well as to Gabriel Marcel, French philosopher. 

Prince and Princess Takamatsu departed for France at the 
invitation of the French Government. Many representatives of 
political and newspaper circles, including Hitoshi Ashida, 
Member of the House of Representatives and ex-prime minister; 
Naka Funada, Member of the House of Representatives and 
former Director of the Defense Agency; and Tadataka Sata, 
Member of the House of Councillors, were also invited by Air 
France. 

MISSION FROM AFGHANISTAN 

An Afghan economic mission which visited Japan recently 
lauded the development of Japanese industry and said that 
Afghanistan would welcome the importation of Japanese 
technology, products and investments either on a joint or 
individual basis. The group, which the Japanese Government 
invited to promote economic relations of both countries, con- 


sisted of Mr. Abdullah Malikyar, Minister of Finance; Dr. 
Mohammad Yusuff, Minister of Mines and Industries, Mr. 
Mohammad Sarwar, Vice Minister of Commerce, and Mr. 


Ghulan Jelani Arizoy, Representative in Kabul for the Helmand 
Valley Development Authority. The visitors attended the 
opening of the Osaka International Trade Fair and inspected 
factories in Osaka, Kobe and Nagoya areas. The Afghanistan 
mission took a trip to the Sakuma and Akiba dams and inspected 
industrial facilities in the Tokyo-Yokohama area. Finance 
Minister Malikyar and Mines and Industries Minister Yusuff were 
received in audience by the Emperor. The Afghan officials 
called on Prime Minister, Foreign Minister and International 
Trade and Industries Minister. They exchanged views on 
various problems concerning Japanese-Afghan economic and 
technological cooperation. 


ASIAN ADVERTISING CONFERENCE 

The Japanese International Advertising Association, in- 
augurated last autumn, sponsored the first Asian Advertising 
Conference. It was held in Tokyo. Invited were Asian 
members of the International Advertising Association and those 
who are engaged in advertising business. Participants came 
from the Republic of China, Hongkong, Thailand, India, Viet- 
Nam and the United Arab Republic. There were also observers 
from the U.S.A. and Britain. In recognition of its significance, 
Foreign Minister Aiichiro Fujiyama sent the following message 
to the Conference: The first Asian Advertising Conference has 
been convened under the auspices of the Japanese International 
Advertising Association. You are foregathered to discuss and 
study your common problems. I scarcely need to speak on 
the vital mission of advertising in modern business. The fast 
expanding production all over the globe and the marvellous 
advance of industrial technology call for coordination of mass 
distribution with mass production—that is to say, the perform- 
ance of smooth and effective marketing activities. The role 
assigned to advertising in this respect commands evergrowing 
importance. In this sense, the conference of yours ig most 
timely and meaningful. I have no doubt that much will be 
accomplished here, contributing not only to the mutual develop- 
ment of industry and promotion of trade, but also to the 
strengthening of friendly relations among the nations of Asia. 
In Japan's advertising circle this sort of international gathering 
is an epochal event. 


THE JAPANESE SWORD 
Gone are the days when swords were used as weapons. 
Today, Japanese swords are valued and appreciated by 
museums, private collectors and other interested persons as a 
reminder of Japan's historical past and as treasured items of 
the nation’s culture. The special features of the Japanese 
sword is that it is extremely sharp and does not break nor bend. 
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And it is because of these characteristics that the Japanese 
sword has won world renown among experts as representative 
of the high level of Japan's steel. At one time, attempts were 
made in Germany and several other countries to produce a 
steel similar to that of the Japanese sword but they ended in 
failure. The Japanese sword which is forged by beating the 
iron over and over again with primitive tools is apparently 
immune to the process of mass production even with the help 
of modern science. 


The technique of sword making is still practised today by 
a few devoted swordmakers. For their daily livelihood, these 
artisans make knives and other practical cutting instruments, 
but they try to save enough money to produce at least one 
sword a year. The demand is of course very small with orders 
being received only for ceremonial swords to be presented to 
shrines and for imitations of fabulously costly ones. It takes a 
swordmaker with three assistants anywhere from 10 days to 
two weeks to forge a single sword. Since 25 to 30 bales -of 
pine charcoal are required and a scabbard as well as a sword 
guard must be provided, the cost of a single sword alone ranges 
from Y50,000 to Y70,000. Some swordmakers are willing to 
invest this amount into the making of a sword which they are 
not even sure they can sell. 

A Japanese sword has three outstanding characteristics: 
it neither breaks nor bends and is extremely sharp. Actually, 
these qualities contradict each other. For instance, a blade 
must be hard in order to be sharp, but, on the other hand, if 
the blade is hard, it tends to break easily. A soft iron could 
be used to prevent this, but it will then bend. A Japanese 
sword is generally made as follows (although the process differs 

nore or less according to the swordmaker or the school to 
which he belongs): First, three metals possessing the charac- 
teristics of hardness are processed, a superior steel called 
“tamahagane’, a form of steel made by remelting a type of 
Japanese iron that was mined before the Meiji Era, and metal 
obtained by remelting pig iron. These three iron materials are 
baked red hot and each pounded with a hammer eight times, 
the forging process being repeated when the iron is flattened. 
Then, the three sheets of iron are piled one on top of the other 
and shaped into a square ingot. This is again baked red hot 
and the forging process is repeated another eight times. The 
impurities leave the iron in the form of sparks and the quality 
of the steel becomes uniform producing a beautiful ‘skin’, so 
to speak. This “skin” is called the “kawagane”’ or outer metal. 
Next, the “‘shingane’’ or the “core metal” of the sword is made 
by several forgings of a much softer iron to which is added 
steel. This is wrapped in the ‘““kawagane’’ and beaten into the 
shape of a sword under heat. The soft ‘‘shingane’’ prevents 
the hard ‘‘kawagane’” from breaking while the latter prevents 
the former from bending. 

It is estimated that the repeated forgings produce 12,000 
layers of steel. When the sword takes shape, it is put through 
the temper process—a method peculiarly Japanese. The blade 
is painted with a fire resistant clay which is wiped off lightly 
at the cutting edge. Various designs can be created by the 
way the clay is removed. The temper is the most important 
process of all in the making of a sword. The quality of a sword 
is determined by the hardness of the steel, the way the clay is 
applied, and proper temperature of the fire and water. This 
peculiarly Japanese method of producing steel through the use 
of low temperature fuel, repeated forgings and controlled 
temper can be regarded as a superior technique. Many are the 
legends concerning the sharpness of Japanese swords, and 
stories have been heard of their slicing through steel and rocks. 
Japanese swords are also a thing of beauty. The designs on 
the surface of the blade are of all kinds—some are in a straight 
line while others are in ripples. Still others seem to picture 
the scenic splendor of nature itself. The beauty of the Japanese 
sword is also enhanced by the artistic designs on the scabbard 


and sword guard. 


JAPANESE PUPPET THEATER IN USSR 
Japan's famed Awaji Puppet Theater Troupe gave a series 
of performances in various Soviet cities including Moscow, 
Leningrad and Kiev. It was invited by the Leningrad State 
Philharmonic Orchestra. Included in the 21-member troupe 
were 12 puppeteers, three ‘‘samisen” (a three-string Japanese 
musical instrument) players, four story tellers and three others. 
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The history of the Awaji Puppet Theater dates some 400 years 
back and the art was passed down from generation to generation 
in the rural areas of Awaji island. As a form of the puppet 
theatrical art, it ranks together with the ‘Bunraku’” as the 
highest of its kind. A unique feature of the Awaji puppet 
troupes is that its members engage in farming and other rural 
pursuits when they are not giving performances. 


JAPANESE SCIENTIFIC FILM 


The gold medal won by a Japanese scientific motion picture 
at the Ist International Technological and Scientific Movie 
Festival held in Belgrade was presented recently to its winner. 
Presentation of the ‘Boris Kidric’’ medal for outstanding pro- 
ductive technique was made to Sozo Okada, president of the 
Tokyo Cinema Co. Fourteen nations participated in the 
festival, which was held in the Yugoslav capital. It was spon- 
sored by the Yugoslav Association for the Promotion of Science 
and Technics “Nikola Tesla.’ A total of 23 films were sub- 
mitted for showing. The awards were divided into two sections, 
the winning pictures being as follows: 1. Nikola Tesla Awards, 
established in memory of Nikola Tesla, a famous physicist, and 
presented for overall excellence. Gold Medal—‘'Peaceful 
Utilization of Atomic Energy’ (Soviet). Silver Medal—"*‘Magic 
Silk” (Italian). Copper Medal—‘‘The Propelling Spirit’ 
(British). 2. Boris Kidric Awards, established in memory of 
Boris Kidric, a veteran of the Partisan struggle, who later 
became Economic Minister, and presented to pictures showing 
outstanding production technique. Gold Medal—‘'The Sun 
and Radio Waves’ (Japanese). Silver Medal—‘‘Ultra Sound” 
(East German). Copper Medal—''The Start into Stratosphere” 
(Soviet). 


U.N. INFORMATION CENTER IN TOKYO 


The establishment of a United Nations information center 
in Tokyo was approved by the U.N. General Assembly. As a 
result of this decision, Mr Valieri J. B. Stavridi arrived in 
Tokyo from the U.N. Headquarters to be the first director of 
the new establishment. It is the 25th regional information 
center of the world organization and the 7th in Asia. 
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ECONOMIC REPORTS FROM TOKYO 


THERMAL POWER PLANTS UNDER CONSTRUCTION 

Factories and other industrial and commercial establish- 
ments as well as private homes in Japan are highly electrified 
today and consume enormous quantities of electricity. Hydro- 
electric power resources in this country are abundant and have 
been extensively developed. Japan's total output of hydro- 
electric power is some 10-million kilowatts which accounts for 
62 percent of her total national power output. The potential 
water-power resources which can be economically developed 
are estimated at 13-million kilowatts. Fhus it is possible for 
Japan to more than double its hydro-electric power generation 
capacity in the future. However, the energy requirements of 
large cities and industrial areas are 30 great that many giganiic 
thermal generating plants are being rapidly constructed. The 
total generating capacity of hydraulic power plants to be con- 
structed during the current fiscal year amounts to 637,000 
kilowatts. The total generating capacity of thermal power 
plants is set at 1,167,000 kilowatts, or double that of hydraulic 
power plants. 

The average generating capacity per thermal electric 
generating unit is increasing. Most thermal power plants to 
be constructed during the current fiscal year have a capacity 
of more than 150,000 kilowatts. The largest has a capacity 
of 200,000 and the smallest 50,000 kilowatts. In addition to 
these, 19 thermal power plants with a total capacity of 
3,077,000 kilowatts will be constructed during fiscal 1959 and 
1960. Here again, most of these plants have a generating 
capacity of more than 150,000 kilowatts, including three with 
over 200,000, and two with over 300,000 kilowatts. 

The most conspicuous among these thermal power plants 
is the Yokosuka Thermal Power Plant of the Tokyo Electric 
Power Company now being built at Kurihama, a historical spot 
where Commodore Perry first landed in Japan some one hundred 
years ago. The first stage of the project to be completed by 
1960 calls for the generation of 265,000 kilowatts. Eventually, 
the company intends to increase the capacity of the plant to | 
million kilowatts. The construction has already started, and 
the neighbouring hills are being dynamited and the mud 
dredged from the sea to reclaim the area. 

Japanese manufacturers are now making units of 150,000 
kilowatts capacity, and very soon they will manufacture those 
of 200,000 kilowatts. “Japanese thermal power generating 
plants are not only getting larger in size, but their efficiency is 
steadily increasing. Until recently, less than 30 percent of 
the heat generated by coal or heavy oil was effectively utilized. 
Today the.percentage has gone up to 35: and in the near 
future, it is expected to rise to 39. 

The thermal power plant has an advantage in that it can 
be constructed very quickly. In Japan, many hydro-electric 


power plants are now under construction or contemplation. 
However, the most profitable water-power resources have 
already been developed, so the potentialities of this type of 
plant are limited. The construction of the numerous giant 
thermal power plants in this country shows that the chemical 
fibre, chemical fertilizer and other industries which consume 
enormous quantities of electric energy are making portentous 
strides. It also indicates that the living standards of the 
Japanese are such that washing machines, vacuum cleaners and 
many other household electrical appliances are now widely 
used in the homes. 


Population During 1957 

A report on the fluctuations in population during 1957 
was recently released by the Welfare Ministry. Major features 
of the report were: 1. Decrease in birth rates; 2. Increase in 
the number of deaths; and 3. Increase in marriages. Deaths 
from A-57 type influenza increased by some 7,000 over the 
corresponding figure for the previous year. Births saw the 
continuation of the downward curve started in 1950. Babies 
born in 1957 numbered 1,560,000, or a decrease of more than 
100900 as compared with 1956. The rate of population 
increase through births was the lowest in the world. Deaths 
increased by 30,000 from the previous year to some 750,000. 
The influenza epidemic was a major contributing factor. 

The natural increase in population during 1957 was 
810,000, or 130,000 less than the corresponding figure for the 
previous year. Even so, there was one birth somewhere in the 
country every 39 seconds. 

Infantile deaths numbered 60,000, or 5,000 less than the 
previous year. The major causes of deaths were cerebral 
hemorrhage, cancer, old age, and heart disease in that order. 
Tuberculosis fell from the fifth to sixth place. 

Marriages increased by 60,000 from 1956 to 770,000. 
Divorces dropped to 71,000 cases. 


Farm Production in Fiscal 1957 

The value of Japan's total agricultural production for fiscal 
1957 was the second highest in postwar years. The total value 
of agricultural output (the sum of production quantities 
multiplied by unit prices of each item) amounted to Y1,521,900 
million, or 6.7 per cent more than that of the preceding fiscal 
year. This figure, the second largest recorded in postwar years, 
was |.8 per cent lower than the output of Y1,549,900 million 
registered in fiscal 1955, which was an unprecedented bumper 
year for crop of all kinds. The total agricultural income (the 
output value minus production costs and intermediate produc- 
tion) stood at Y996,900 million, representing a 6 per cent 
increase over the previous year's income but a 7.8 per cent 
decrease against the 1955 figure. 


August 7, 1958 


175 


Chemical Industries and Philippine 


EKeonomic Progress 


By Prof. William J. Schmitt 


(Ateneo de Manila) 


The Philippine economy is predominantly agricultural. 
Despite the advances that will continually be made by the 
manufacturing industries, agriculture will remain the foundation 
of our economy for an indefinite period. World-wide experience 
has shown that such an economy cannot be stable and prosper- 
ous and may even fail altogether if it is not fed and encouraged 
by creative chemical research and the various chemical 
industries. 

It is the purpose of this article to show that chemistry not 
only can help our economy but that it is in a unique position 
in this regard; it can provide an economic stimulation available 
from no other source, 

There are two ways in which chemistry can assist agricul- 
ture. First, it can help in the actual production of the crop. 
We are all familiar with the fact that fertilizers are almost a 
necessity for successful farming today. Pesticides are also well 
established for certain crops. The use of herbicides is now 
very common in some countries. All of these had their origin 
in the test tube and some are now produced in ton quantities 
in the Philippines. The need for expansion here is obvious. 

Most of us are less familiar with the second way that 
chemistry can help agriculture, viz. by providing a steady 
market for the crop and its by-products. It is here that the 
Philippine economy stands in greatest need and it is here that 
chemistry produces its most spectacular results. A clear 
example of this is seen in the Quaker Oats Company. For 
years they supplied the American public with breakfast cereals 
both hot and cold. It may seem strange, but a large part of 
their profits today comes from their allied chemical industries. 
Their research chemists showed them how to take the thousands 
of tons of oat hulls and similar agricultural wastes and obtain 
from them by a simple chemical process a liquid called furfural. 
This chemical has since been used in tank car quantities for 
petroleum refining, in the synthesis of fungicides and plastics, 
as the starting material for nylon, and in a whole host of other 
applications. Now it may truly be said that the Quaker Oats 
breakfast foods are the by-products of the chemical industry. 
A similar example is had in the copper refining business. Some 
years ago operation costs were rising and they feared that the 
product would have to be priced so high that the bottom would 
fall out of the market. Chemical research revealed that the 
anode mud, a slimy by-product of the electrolysis refining 
process, was a literal gold mine. Instead of throwing out the 
mud it was processed chemically and the income from the 
recovered gold, silver and platinum was sufficient to make the 
difference between operating at a loss and making a profit. 

These two examples illustrate what economists mean by 
‘diversification,’ a term they are very fond of using. It is 
nothing more than a turning away from the old put-all-your- 
eggs-in-one-basket type of economy. The need for diversifica- 
tion and its advantages for the Philippines was clearly stated 
by Cornelio Balmaceda, economic expert and former secretary 
of commerce and industry: “An economy that is so sensitive 
to the vagaries of foreign markets and mainly dependent on a 
few export crops and raw materials can not be stable and safe, 
and hence the need for more diversified production and 
industrialization.” 

Our late President Magsaysay incorporated these ideas into 
his program for Philippine progress. In his last state of the 
nation address he said: ‘‘Our primary economic goal has been 
to strengthen and broaden the base of our economic activities. 
For unless a greater number of our people are engaged in 
productive enterprises sufficiently diversified to supply our basic 
necessities, increase the opportunities for employment, and 
raise the income of our workers, our economic structure will 
be weak and lopsided... We must foster an economy in which 
industrial expansion and agricultural progress are complemen- 
tary. Industry can draw its raw materials from agriculture; 
in turn, as our farmers increase their income, the products of 
industry will have an expanding domestic market. In this way, 


there will be formed a partnership of enduring strength and a 
sound pattern for unlimited growth.” 

The same ideas are found in the Bell Report of the United 
States Economic Survey Mission to the Philippines in 1950. 

Since the devastation of war and enemy occupation, the 
Philippines has not only made a heartening recovery but it also 
has made progress in diversification. In the past few years 
many new industries have been established. These now produce 
matgrials hitherto imported and thus both save foreign exchange 
dollars and provide jobs for many. The chemical industries of 
the Philippines have had an important share in this diversifica- 
tion. The Caltex Refinery in Batangas can supply more than 
a third of our yearly requirement of 582 million gallons of 
gasoline, kerosene, diesel and fuel oils. Another refinery, built 
by Standard Vacuum Oil Company, is expected, when com- 
pleted, to result in an annual dollar saving of $4,110,000 and 
to give employment to 600 Filipinos. Fertilizer production, 
which was nonexistent until 1953, reached over thirty thousand 
metric tons in 1955. A large part of our chemical industries 
are foreign subsidiaries. The most commonly recognized are 
the pharmaceutical plants, tire companies and soap manufac- 
turers. The production of cement, glass, paper, textiles, paint, 
plywood and many other items also rely on chemical reactions. 


PRODUCTION OF SELECTED CHEMICALS 


Item 1955 
Sulfuric Acid 24,312 metric tons 
Sodium Hydroxide 1,969 ne 
Baking Powder 1,350 mp 
Ammonium Sulfate 30,801 a, 
Anhydrous Amonia 9,028 “A 
Calcium Carbide 1,756 oe 
Bleaching Powder 786 .. 
Glycerine 3,343 Zine 
SOD ete cedeine eta 63,469 oy 


Methyl Alcohol 25,884,718 liters 


Although a good start has been made, there is need for 
much more. In fact, never will the day arrive when we can 
say ‘enough.’ Economists admit the need of a continually 
expanding economy with continual diversification. In very 
many cases this can be accomplished only with the aid of 
chemistry. 

* * * 

It will be helpful here to note briefly two aspects of 
chemistry. First of all there is chemical research. This consists 
in an examination of some product such as the coconut, or of 
some problems such as the abaca mosaic blight, or of some 
process such as the manufacture of paper from bagasse— 
looking at these things from a chemical point of view. What 
compounds are present? How can they be purified? What can 
they be used for? What chemicals will control this disease? 
How can this process be improved? Answers to such questions 
as these are sought in chemical research.’ Secondly, there is 
industrial chemistry or the application of chemical processes on a 
large scale. This application, of course, is entirely dependent 
on prior research in the laboratory. You cannot produce 
ten tons of plastic a day from sugar until you first have found 
in the laboratory a process that will start with sugar and end 
up with a plastic material. It should be pointed out here that 
the growth in the chemical industries after the war has been 
almost entirely based on chemical research accomplished in 
other countries.”, Realizing, therefore, the connection between 
chemistry and our agricultural economy, and keeping in mind 
the distinction between chemical research and_ industrial 
chemistry, we will proceed to discuss our Philippine economy 
more in detail. 

The Coconut Industry 
The coconut is one of the most important items in our 


economy. It provides us with over 38% of our export dollars. 
1 Of course research in other branches of science is also needed, and some of 
this is being carried on now in the Philippines. But the strictly chemical approach, 
which has proved so successful in modern times, is seldom employed here. 
2 Applications for chemical patents during the past few years are almost nonexistent. 
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But there is a great need for reorientation in the coconut 
industry. One-fifth of the exported copra and oil is used to 
make toilet soap and it is predicted that synthetic detergents 
will soon move into this field, thus wiping out part of the 
market. A vigorous program of research is needed to provide 
new applications for coconut products. For instance, it is 
already known from work done in other countries that coconut 
oil is a possible raw material for the chemical production of 
materials useful in the manufacture of plastics, detergents, 
lubricants, and others. Yet a study of the very valuable biblio- 
graphy prepared at the Institute of Science and Technology 
shows how little chemical research on the coconut is being done 
in the Philippines. Stress is placed here on the need for chemical 
research because it is the chemist who traditionally plays the 
fundamental role in product diversification. With the coconut 
as the economic bulwark of the Philippines we should be out- 
standing in contributions to its chemistry. The results of 
research cannot be predicted but it is certain that there will be 
no results as long as the coconut is considered only as the lazy 
man’s tree instead of a potential gold mine. 

Another problem facing the coconut industry is the 
kadang-kadang blight. Despite the fact that chemistry is one 
of the most powerful weapons against disease today, the attack 
against this blight has been limited to biologists, plant patho- 
logists, and others. Chemists are not represented.” Yet we 
cannot expect this research to be carried out in other countries, 
for it is not their problem. Only in the Philippines can there 
be that enthusiasm born of necessity that will motivate such an 
investigation. 


The Sugar Industry 


Thanks to man’s sweet tooth, sugar provides us with our 
second largest export item. The leveling off of sugar produc- 
tion is a sad fact. The producers are very fearful for the 
future. The United States has placed a quota limit on imports 
at preferred prices, and in addition, there will be a gradual 
imposition of tariff duty until 1974 when the Philippine product 
will have to compete on equal footing with sugar from other 
countries, It is useless to complain of higher costs of produc- 
tion or of the economic measures taken by the United States. 
We certainly cannot feel that they are obliged forever to pay 
us more for our sugar than they pay other producing countries, 
or that they buy more sugar from us than they can use. 

What is needed is a vigorous program of sugar research 
aimed at lower production costs and increased market demand. 
Some progress in this has already been made. A certain 
amount of our Philippine bagasse is being used by the Compafia 
de Celulosa to make a high quality paper at, the rate of ten 
million pounds a year. An increased market for bagasse would 
of course lower the production costs of sugar. Puerto Rico has 
partly solved the problem by opening a plant for the production 
of furfural from bagasse at the rate of thirty million pounds a 
year. The process is similar to that used by the Quaker Oats 
Company. 

Chemists are also finding new uses for sugar itself. 
it is a very cheap organic chemical, it is a “‘natural’’ for test 
tube exploitation. There is talk of using sugar as the starting 
material in the production of detergents. Years of study spon- 
sored by the Sugar Research Foundation of New York have 
finally borne fruit. Their chemists have produced a plastic in 
which sugar can provide up to 50% of the starting material. 
These sucrose phenol-formaldehyde resins have useful properties 
and can be produced cheaply. Another group plans early 
commercial production of new chemical intermediates for many 
diverse industries. One of the starting materials for this process 
can be sugar. It is hoped that this heartening news will spur 
the sugar industry to invest more in chemical research. An 
increasing amount of it can and should be done in this country. 
Just as we have found that we cannot import our manufactured 
goods, so we cannot import all our chemical ideas and processes, 


The Abaca Industry 

Another large export item is abaca. 
has had anything but smooth sailing. The mosaic disease is 
wiping out whole areas of production. Lack of enforced stand- 
ards and grades, and increasing cost of production are causing 


Since 


Thia industry of late 


8 There is no attempt here to belittle the efforts already made. Nor should it 
be concluded that an attack from a biologist's point of view is not useful, It is 
merely sad to see that the most powerful gun is lying idle. If chemists have studied 


this disease, their work has not come to my notice despite a thorough literature search. 
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great unrest. Still the demand is high. If a group of chemists 
were to face these problems they would probably make a three- 
pronged investigation seeking to combat the disease with 
chemotherapy, to stabilize production by introducing improved 
chemical processes, and to lower the cost of production by the 
utilization of waste products. If anyone thinks that abaca and 
chemistry have nothing in common, they might consider the 
experience of the corn industry. We do not usually connect 
corn with chemistry yet the application of chemical processes to 
corn utilization has resulted in an industry whose products are 
worth over P888 million a year and which employs almost 
12,000 men and women in the United States. The products 
are mainly starch, dextrose, corn syrup, dextrin, animal feeds, 
cooking oil, soap stock, synthetic fiber and growth medium 
used in the production of penicillin. 


Timber 

Our vast timber reserves, besides providing materials for 
direct export, for conversion to lumber and for plywood manu- 
facture, could form the basis for a chemical industry. By 
processes already known, paper, plastics, rayon and torula yeast 
for animal and poultry feed could be produced. These are 
interdependent in such a way that fluctuations in the market 
for one product can be offset by increased production of the 
others. Atlas Powder Company, whose sole interest at one 
time was TNT, now uses such farm products as sugar, corn, 
vegetable oils, and wood as starting materials for its chemical 
industries. They rightly reason that a surplus of such raw 
materials should not be looked on as a curse but as a blessing. 
It is only man’s timidity and lack of ingenuity and planning 
that forestalls his gratitude at the bountiful harvest. 


: Raw Materials 

It is no exaggeration to say that the Philippines is a 
treasure chest of raw materials. But it has remained shut for 
so many years and the key of chemistry has gone unused. It 
is safe to say that we really do not know what our raw material 
potential is, for our Philippine products are seldom looked at 
from a chemist’s point of view. A few years ago no one had 
even heard of tranquillizing drugs. Some uneducated people 
in India knew that a certain plant would yield an extract that 
was said to cure snake bite. Somehow or other a group of 
chemists became interested in that plant, called Rauwolfia 
serpentina. One of the alkaloids they obtained, Reserpine, 
became the focal point of world-wide attention and marked 
man’s entrance into the field of chemotherapy of mental 
diseases. How many Philippine plants have been looked at 
chemically? God has blessed our country with a great variety 
of natural products, but He expects us to use.our abilities in 
exploiting them. Even the products we think we know all 
about would bear chemical examination. Even something as 
“useless’’ as pineapple stumps have their value. Dole Hawaiian 
Pineapple Company is producing a new proteolytic enzyme, 
Bromelain, from this waste product of its plantations. 

Thus, our agricultural enterprises have much to gain from 
the coming of chemical industries and investment in chemical 
research. Chemistry can help increase farm production, can 
increase demand for crops or create entirely new demands. 
This diversification is no idle dream. It is not something that 
“might’’ work—it has already proved itself in so many cases, 
even in small countries much poorer in raw materials than the 
Philippines. 

The big question of course is: Who will see to the expan- 
sion of the chemical industries and to the wider use of chemical 
research in the Philippines? Most agree that private enterprise 
and initiative should be the major motive force in the develop- 
ment of industries, chemical or otherwise. At the same time 
the government can help by providing a favorable climate for 
this type of investment. Many hopes were raised at the begin- 
ning of 1957 when the National Economic Council adopted a 
Five Year Economic and Social Development Program which 
calls for cooperation between government and private enterprise 
in an undertaking which will do much for economic diversifica- 
tion and stability. In this plan the importance of the chemical 
industries can be seen from the fact that their share amounts 
to P139 million. It would be very sad if this were lost in the 
no-man’s land of a ‘political battlefield. 

Summary 


The low ebb of scientific research in the Philippines is clear. 
Among the sciences in the Philippines, chemistry is the most 
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Economic Letter from Manila 


Felino Neri, recently resigned as Philippine Ambassador 
to Japan, has been elected chairman of the board of American 
International Underwriters for the Philippines, Inc. Mr. Neri’s 
election is in line with the company’s program of assigning 
Filipinos to top level posts within the organization. That may 
have some influence on other ambassadors and diplomatic 
personages, 

National Shipyards and Steel Corporation and the National 
Power Corporation—both government owned—conferred on 
the power supply problem that will be presented when NASSCO 
gets its integrated steel mill project running at Iligan. Target 
date for starting operations at Iligan is 1961. The full 
operation of the Iligan steel mills would represent an unprece- 
dented demand for power in that area. Preliminary estimates 
of the 1961 load on Iligan installations of the N.P.C. emphasize 
the need for rapid expansion of the firm'’s.rated capacity. The 
integrated steel mill project would process iron ore and pig 
iron into finished structural materials and other products 
through the use of low-shaft furnaces which can be fired with 
low-grade coal. These furnaces would solve the problem of 
securing coking coal for smelter operations. Large-scale 
production factors have ruled out the extensive use of electric 
furnaces in major steel projects, especially in areas where 
electric power is comparatively expensive. However, it 
appeared that the normal requirements of the 200,000-ton-per- 
year lligan project for the operation of other equipment and 
machinery would even exceed the 75,000-kilowatt capacity of 
the Ambuklao project. 

The Monetary Board deliberated on the nation’s foreign 
exchange budget for the third quarter of 1958. It had been 
tentatively set at $121,000,000, higher than the final figure of 
$115,000,000 for the second quarter, but it might be cut to a 
lower level because of disappointing export earnings. 

Republic Resources and Development Corp. announced 
the acquisition of rights for oil exploration and exploitation on 
the property of Genoveva S. Villalon, an old Spanish Royal 
land grant known as Reina Regente, in barrio Camlumanpao, 
Toledo, Cebu. Acquisition of the rights was made on the 
recommendation of Albert Richardson, chief petroleum geologist 
of Redeco, who previously inspected the property. Petroleum 
is produced from the Villalon property at the rate of four to 
five barrels a day from a shallow well. With the use of 
modern exploration methods and the latest type of drilling 
equipment, people in Cebu hope for the discovery of oil in 
commercial quantities. 

Hixbar Gold Mining Co. announced considering the 
resumption of mining operations at its copper and pyrites 


neglected. Yet, as we have seen, chemistry is best able to solve 
our most pressing problem—economic stability. The respon- 
sibility for chemical research lies with our universities and with 
the various industrial enterprises. 

By way of summary it will be helpful to quote Mr. Gunnar 
Myrdal, executive secretary of the United Nations Economic 
Commission for Europe. Our late President Magsaysay quoted 
these very words to the members of the Business Writers 
Association of the Philippines on 7 February 1957: “Industrial 
expansion without agricultural reorganization will leave the bulk 
of the people in a state of poverty... In other words, we can 
plan against mass poverty only if we set out to create the con- 
ditions of a rapidly expanding and efficient economy both in 
agriculture and industry.” 

he importance of chemistry lies precisely in this, that 
not only will industry profit or the overall economy of the 
country improve, but the lot of the ordinary farmer, the back- 
bone of our nation, will improve. Chemistry can make his 
work in the fields easier and more fruitful. 

More advanced nations are seeking to conquer the space 
around us with their Sputniks and rockets. Our aim in the 
Philippines can not be to conquer outside territories. We must 
conquer the basic things, the rice, the coconut, sugar and our 
vast timber lands. We must make these serve us rather than 
be a slave to them. Chemistry provides a unique key to open 
the treasurehouses of our own agricultural resources which 
God, in his Providence, has given us. 


properties in Rapu-Rapu island, off the coast of Albay province. 
Extensive exploration and development work is planned. there. 
Hixbar also proposes diamond drilling at its Camarines property 
to probe the reportedly rich copper ore deposits in that area. 
Hixbar also has 10 petroleum exploration concessions located 
throughout the country, with two pending applications in the 
Bicol area. Hixbar recently changed its corporate capital 
structure. The par value of the share of stock was changed 
from P0.05 per share to PO0.01, but the capital stock was 
increased from P3,000,000 to P6,000,000. 

The Securities & Exchange Commission approved the 
application of American Asiatic Oil Co. to offer to the public 
P5,000,000 worth of shares at P0.01 par value each. Proceeds 
from the sale of shares will be utilized to finance its exploration 
and survey operations in the areas where the company has 
petroleum concessions. 

Stockholders of Philex Mining Corp. approved formation 
of a new company, to be known as Philex Oil Development, 
Inc., to engage in oil exploration and development. The new 
company will be capitalized at P2,500,000, divided into 
250,000,000 shares with a par value of P0.01. All stock- 
holders of Philex Mining will be given the option to subscribe 
to shares of the new corporation on the basis of four shares 
of the new oil company for each share of Philex now held. 
The new corporation has a concession in northern Luzon and 
applied for others which will bring its total concessions to 
around 250,000 hectares (625,000 acres). It plans to go into 
active exploration using geologists from the U.S. Management 
of the oil corporation will be in the hands of George T. Scholey 
and Paul A. Schafer, mining engineers and executives of 
Philex Mining. 

Shares of White Eagle Overseas Oil Co. are now listed on 
the board of the Manila Stock Exchange. The Securities and 
Exchange Commission approved the listing of 550,000,000 
common shares with a par value of P0.01 per share. Trading 
on 145,768,650 shares began on June 18. The balance of 
404,231,250 shares will be listed upon full payment and 
issuance of corresponding stock certificates. 

Republic Resources and Development Corp. following an 
increase in its capitalization from P2,000,000 to P15,000,000, 
began accepting new subscriptions from entitled stockholders. 
Stockholders have the preemptive right to subscribe at the par 
value of P0.0! per share to the additional shares of the 
company on the basis of three shares for every share held. 

The manufacturing of adhesives, synthetic resins and allied 
chemicals for the plywood, wood, paint, textile, paper, leather 
finishing and ink manufacturing industries has been started in 
the Philippines by Resins, Inc. The company, the second to 
manufacture synthetic resins locally, is operating under a 
licensing agreement with Reichhold Chemicals, one of the 
largest organizations in its field in the world. Resins was 
incorporated in December, 1955 and negotiations with Reich- 
hold Chemicals were completed in August, 1956. With the 
cooperation of Reichhold’s engineering staff a multi-million-peso 
plant with the latest equipment for synthetic resins manufac- 
ture was recently completed in a two-hectare lot in Bagong Ilog, 
Pasig, Rizal. Under the licensing agreement, Resins has the 
exclusive right to manufacture and sell in the Philippines the 
broad line of Reichhold products which are widely accepted 
and used in the United States and other countries. Reichhold 
Chemicals has 13 plants in the U.S. and 24 plants or manu- 
facturing outlets in other countries. Del Rosario Bros., Inc. 
and the D. R. B. Employees and Workers Union signed a 
collective bargaining agreement for all industrial workers of 
the company in the Manila area, with the union having exclusive 
bargaining rights over all members in the service and production 
departments. The new contract provides for union recognition, 
union security, wage increases, overtime (150%), holiday work 
(250%), rest periods, and “fix up’’ time vacation leave, sick 
leave, TB leave, grievance procedure. Agreement was also 
reached on strikes and lockouts, free uniforms, discipline, 
advancement from within, conditions of employment, severance 
provisions, accident provisions and check-off. 

San Jose Oil Company and Philippine Oil Development 
Company will start, through the facilities of Century 
Geophysical Corporation, a detailed program of land gravity 
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Developments 


The Shape of Internal Self-Government 


Having secured from the Colonial Office the constitution 
which will bring full internal self-government early next year, 
there has been no delay in putting the issues to the test in the 
City Council bye-election in the Kallang Division from which 
the sitting Councillor, Mr. Chang Yuen Tong, the leader of 
the Workers’ Party in the City Council had resigned over 
policy disagreements. 

It had been planned to demonstrate the unity of the 
constitutional Mission by arranging that they should arrive in 
Singapore by the same plane from Bangkok. But the individual 
schedules did not after all work out and the Chief Minister was 
held in London for urgent dental treatment, and they arrived 
in three groups. The first to arrive on June 2nd were Che 
Abdul Hamid, the Dy. Chief Minister and Mr. Lee Kuan Yew, 
followed later the same day by Mr. Chew Swee Kee and Mr. 
Lim Choon Mong. There was no organised reception or large 
crowd, Their statements on the talks reflected their statements 
in London. All criticised the clause against subversives taking 
part in elections to its First Assembly. Mr. Lee Kuan Yew 
however, though accepting the agreement, maintained that there 
had been attempts by the Colonial Office to change the sub- 
stance of the 1957 agreement, particularly in relation to the 


meter work in the north portion of the Luzon central valley 
in which the companies have a joint interest. The gravity 
work carried out thus far in the central valley has consisted 
of making observations at every kilometer along the road net- 
work. The detailed gravity work will be carried out in those 
areas which may be potentially oil bearing, such as areas over 
surface anticlines. This detailed work over known surface 
anticlines will consist of running observation stations along 
parallel profile lines in approximately east-west and north-south 
directions in such a manner that the whole structure may be 
covered. 

Electric power available in the Manila area at the present 
time is barely enough to meet the demand, with no adequate 
reserve for emergencies, according to W. R. Snyder, president 
of the Manila Electric Co. Meralco has been doing its best 
to correct this situation but has been faced with many severe 
handicaps beyond its own control. For one thing, the severe 
drought this year has limited the amount of power available to 
the company from Ambuklao and other hydroelectric stations. 
In addition, the company has been eager to import new steam 
generating equipment but has been prevented by thé govern- 
ment’s inability to supply the necessary foreign exchange. 
However, a new 25,000-kilowatt generating unit is being placed 
in operation at the company’s Rockwell Station this October. 
Another 60,000-watt unit has been ordered, to be ready for 
operation toward the end of 1960. There are good prospects 
that this unit can be financed through $9,900,000 loan from 
the Export-Import Bank. Mr. Snyder said that, with demand 
for power constantly rising, there will be a serious shortage in 
the Manila area if power from the Binga hydroelectric project, 
now under construction, is not made available by the end of 
1959. The growth of power requirements in the Manila area 
has been 17.4 per cent annually in the last three years against 
11.9 per cent annually from 1948 to 1955. This reflects not 
only rapid population growth in the later years, (estimated at 
around three per cent annually) but even more rapid industrial 
development. There has been a considerable rise in residential 
consumption of electricity. But the most spectacular rise, 
especially in the last three years, has been made by industrial 
consumption. This is only natural since at least 500 new in- 
dustries in the Manila area alone have risen after the war. It 
supports claims of Central Bank authorities that rapid industrial 
development has been a major cause of the foreign exchange 
problem. 

The Rehabilitation Finance Corporation has now gone out 
of existence under that name. The financial institution was 
redesignated as the Development Bank of the Philippines. Under 
the new law, the capital of the bank was increased to 
P500,000,000 and the institution was authorized to engage in 
financing of agricultural and_ industrial and 


f é development 
production projects. 
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position of civil servants. But he said they accepted the 
guarantees for expatriate civil servants because the Federation 
Government had already done so, and the position of the Base 
because it was essential to the British Defence Plan and they 
could not have challenged it and achieved internal self- 
government. He suggested that if the P.A.P. came to power 
“certain of our party leaders’ would be released, and if they 
were. still barred from fighting a bye-election, ways and means 
would have to be found. But he refused to be precise in 
anticipation of the situation and said that all the delegation 
felt equally strongly on this subject. 

Their opinion was confirmed in the Press soon after 
their return. Mr. Chew Swee Kee said “It is up to Singapore 
to prove both to the Federation and to Britain that its house 
is in order.” While Che Abdul Hamid said “before we can 


‘think of merger let us first see that our new constitution is run 


well,’ Mr. Lee Kuan Yew in unexceptionable terms said— 
“Within the limitation ,of the constitution, it: is up to political 
parties to show that full internal self-government can make a 
difference to the distribution of the good and worthwhile things 
in life in the community and bring to the vast majority of the 
workers a better life and the hope of an even better one for 
their children.”” Mr. Lim Choon Mong called for “responsible 
leadership to make trade stay and flourish’ and to convince 
the Federation of Singapore's capability and responsibility. 

The Chief Minister on his return on June 15th was 
welcomed with a crowd of some 2,000 led by a Chinese lion 
and made a ten-mile drive of Singapore. His statement 
confirmed that the agreement had achieved all that was possible 
short of full independence through merger with the Federation. 
The next stage would be discussed in four years’ time. Asked 
about the detention of subversives he asserted that these had 
been detained by the ‘Government “‘because we believe that 
their detention is in the absolute interest of the security of 
the country which is greater than the prestige of any party.” 
The Federation Chief Minister three days later in answer to a 
question in the Federal Parliament confirmed that the Federation 
Government had agreed to talks with the British and Singapore 
Governments. 

That the agreement on the ship of the constitutional 
machine did not extend to the driver and the direction if the 
machine became clear as the Kallang bye-election came nearer. 
In the general election for the City Council last December, the 
seat had been won by the Workers Party, but the Liberal 
Socialists and Labour Front together polled 600 more than the 
Workers Party, and the P.A.P. did not contest the seat. 
Without the intervention of the Workers Party, the seat would 
probably have gone to the Labour Front. There was therefore 
every reason why the Labour Front should contest the seat. 
But the P.A.P. who had not fought the constituency before 
under an agreement with the Labour Front, now decided the 
agreement did not hold as the Labour Front had not supported 
them in the City Council. They decided to fight the election 
to attempt to get a 14th seat, hoping that the UMNO Councillors 
would co-operate with them and give them with the Mayor's 
casting vote, a majority. In an article in their journal PETIR, 
they warned the Labour Front off because they had not defeated 
the Workers Party in December and would not defeat them 
on this occasion. (This agreement ignored both the split votes 
of December, and the current weakening of the Workers’ Party 
by the split which led to Chang Yuen Tong’s resignation). 
They sought a “resounding”. victory to vindicate the City 
Council administration of the past 6 months, and to clear the 
way for similar success in the District Council and Assembly 
Elections. They hoped the Labour Front would stand down, 
for if they nominated a candidate, he would be defeated and 
it becomes more difficult for us to arrange not to clash With 
UMNO and the Labour Front in the District Council elections. 
But while the PAP must, in their view, won, the article held 
that they must win in circumstances which ensure “that the 
Federation Government is friendly to us and co-operative: that 
there is no synthetically engineered scare or hysteria amongst 
our different racial and cultural groups and that all classes 


‘have confidence in the broadmindedness of our programme and 


policy which whilst being firmly implemented, will nevertheless 
always be executed with fairness and humanity.” 


August 7, 1958 


If however the Labour Front stood down in this 
constituency for these reasons, they would concede without 
a further fight the dominant position which the P.A.P. claimed 
for themselves openly and unequivocably for the first time, 
because of the passing of the invitation to the group in the 
City Council. Meanwhile, the Liberal Socialists announced 
that if the Labour Front nominated a candidate, they would 
not enter the bye-election. In the up-shot, candidates were 
nominated by the Labour Front, the Workers’ Party and the 
P.A.P., with the inevitable Independent to make the issue less 
clear. The Labour Front candidate, Mr. Lim Ser Puan, is a 
reporter from the Nanyang Siang Pau. The Workers Party 
candidate, Mr. Lo Kah Fat, an accountant, is a new-comer to 
politics. The Independent candidate, who is an Indian, Sabai, 
is a lawyer's clerk. Most interesting is the choice of the 
P.A.P. candidate, Che Buang bin Omar Junid. He was detained 
in 1956 as a senior and active officer of the Shop and Factory 
Workers Union of which Lim Chin Siong was Secretary and 
which was dissolved early in 1957 after its part in the activities 
leading up to the riots in 1956. He recently resigned from 
UMNO when the demand was made by UMNO after the City 
Council elections that those who were members of other parties 
should leave UMNO. That the P.A.P. should field a candidate 
who is an ex-detainee and an opponent of UMNO, so soon 
after the constitutional discussions in which the future merger 
with the Federation was a matter of major agreement, and the 
ban on those detained for subversion was a matter of major 
disagreement gives added significance to the bye-election, as 
proving how far to the Left the P.A.P. is prepared to go to win 
votes, and the shape of the future internally self-governing 
Singapore of the P.A.P. takes a dominant position. But the 
campaign is just beginning and with the clear polarisation of 
issues and with the even balance of electoral strength, the bye- 
election will be keenly, and even bitterly fought. 


The final development was an appeal issued by the Chief 
Minister for the formation of a United Socialist Front to meet 
the challenge of the tasks ahead and to prove ourselves capable 
of looking after our own domestic affairs. ‘‘The Colonial 
Powers" he said “‘are bowing out of our domestic affairs and 
the State of Singapore is supplanting the Colony of Singapore. 
Yet dishonest politicians are still shouting anti-Colonial slogans 
to mislead our citizens and distract our attention and our energy 
from our real, bitter and lasting enemies today. These enemies 
are the subversive forces which seek to destroy and not to 
build, and which threaten both our security and our economic 
well-being.” 

He continued his attack—‘‘At a time when Merdeka should 
create feelings of confidence and energy for construc- 
tion in the future, left-wing extremism has clouded Merdeka 
with fear of a politically and economically troubled future ....” 


It has offered no constructive programme for the political, 
social, and economic well-being and development of Singapore. 
In fact it has seriously threatened, and will continue to threaten, 
the very livelihood of our citizens. Singapore with a large 
and increasing and youthful population, without natural 
resources and with limited land space, must rely on its trade 
and commerce for the welfare and prosperity of its citizens. 
Without the political stability which will encourage the 
merchants of all nations to invest and trade here, our geogra- 
phical advantage will be of no avail. Anti-democratic forces 
are seriously threatening not only to empty but also to destroy 
the rice bowl of our citizens. And, finally, their actions are 
delaying the fulfilment of Merdeka by jeopardising our good 
relations with the Federation Government without which there 
can be no merger. 

To meet the challenge he appealed to all ‘true Socialists 
and loyal citizens’ for a United Socialist Front. - . to 
meet effectively the challenge posed by the threat of our anti- 
democratic, subversive forces and to band together in unity, 
loyalty and determination to achieve the social and economic 
well-being of all who have made Singapore their homeland. 


His appeal was made to individuals and not to political 
parties. If there is a good response in the Assembly and 
among the electorates, a new government would be formed on 
a broader basis under his Chief Ministership and the new group 
might then fight the District Council elections. This statement 
set the issues clearly and they will be tested in the bye-elections. 
Mr. Lee Kuan Yew has not attacked the statement immediately, 
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only questioned its timing and doubted its appeal to P.A.P. 
members, Singapore can echo Lord Harcourt’s saying some 
80 years ago that “‘we are all Socialists now'’ but the real 
test is whether the democratic method of Government will 
prevail, whether the Communist conspiracy of penetration can 
be foiled, and whether Singapore will be communally Chinese 
or genuinely Malayan. 


New Drive Against T.B. 


During June plans have been developed for the Govern- 
ment’s Mass X-Ray Scheme to measure and master the threat 
of T.B. The plans have been drawn up on Australian advice 
and will be carried out by Australian doctors, under a Colombo 
Plan Scheme. In the first stage, 50,000 people over 14 years 
of age living in 4 selected areas, two in the crowded city area 
and two'in the rural areas, will be offered an X-ray and any 
treatment which may be found necessary. The equipment will 
be installed in centres in each area successively. Those found 
to be infected will be offered free treatment and will receive 
a special allowance during treatment if it is required. The 
leader of the Australian team of doctors, Dr. Cotte Harvey, one 
of Australia’s best chest surgeons, arrived on June 23rd and the 
plans for speedy mass X-ray were immediately tested to ensure 
the smooth working with the:least inconvenience to the public. 
By coincidence, the opening of the Mayor's campaign against 
spitting will coincide with, and re-enforce this scheme. 


Queen’s Birthday Honours 


The senior Honour was awarded to Mr. G. E. N. Oehlers, 
O.B.E., the Speaker of the Legislative Assembly, who becomes 
a Knight Bachelor. This recognises his great success as 
Speaker in establishing the dignity and the authority of the 
office, and the scrupulous fairness and firmness and good 
humour which he has consistently shown. He has set a 
standard which it will be all the more necessary to maintain in 
the new Assembly next year. Mr. Stanley Steward, the Dy. 
Chief Secretary was awarded a C.M.G. for his services both in 
the Chief Secretary's Ministry and for his special part in the 
development of the Rural Areas both as Chairman of the Rural 
Board, and as Permanent Secretary to the Ministry of Local 
Government, Lands and Housing. The O.B.E. was awarded to 
A.C.B. Swaine, a former member of the Rural Board and to 
Mr. R. A. Wright, the Chief Veterinary Officer who has served 
in Singapore since 1946 and has been responsible for the 
growth of poultry and pig raising which have made Sinagpore 
self-sufficient in eggs, poultry and pork. The Colonial Police 
Medal has been awarded to Mr. Eu Cheow Eang, the Police 


Secretary. 


Multilingualism 


When multilingualism is now in operation in the City 
Council and will be introduced into the new Assembly, it was 
refreshing to hear the learning of English defended by the 
President of the Nanyang University English Society. He 
criticised the demogogues who attack the ‘colonial’ language 
in public, but arrange for their children to learn English and 
send them overseas for studies. ‘‘English’’ he said, “‘is no 
longer a colonial language, but has become a tool of our 
national machinery.” The British Council have accepted an 
invitation from the University to appoint a Professor of English 
there and Professor Willey has recently joined their staff. 


Queen’s Birthday Celebrations 


The Queen's Birthday Celebration this year carried 
historical over-tones as the last to be presided over by a Colonial 
Governor. The Queen will continue as the Head of the State 
under the new constitution and will be .represented by a 
Malayan Yang di-Pertuan Negara. In the light of this change, 
it is stated merely as a fact that rain fell during the morning 
parade, although this led to no reduction in the number of 
spectators. Sir William Goode, the Governor, took the parade 
of 2,000 and made a welcome change by leaving the jeep to 
inspect the ceremonial parade on foot. It was one of the 
largest parades since ‘the Liberation, apart from those of 
Coronation Year. Three Queen's Colours were on parade— 
those of the Royal Navy, the fst, Battalion, the King’s Own 
Scottish Borderers and the Ist Battalion, the Singapore 
Volunteer Corps. 
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Thailand Economic Reports 


TAX INCREASES 


In view of the general increases in customs tariffs and 
purchase taxes, the current retail prices of most commodities 
are rising rapidly, especially benzine which rose more than 
100%. The impact of the tax increases has been felt by 
almost every one living in Bangkok. It is reported that the 
reason for the Government taking such a drastic measure is 
mainly due to the desire of the Government to balance this year’s 
budget, as the previous government contracted a total of 8,000 
million baht debts. 

The promulgation of revised customs duties provides for 
increases in the taxes for most items of consumers goods and 
the lifting of tariffs on all exports except rice, rubber and some 
kinds of leather. A Royal Act amending the Revenue Code 
was also promulgated which provides for increased tax rates on 
income for various trade activities and occupations and new 
purchase taxes on various products. 

In consideration of the tax increases on certain items, one 
may easily see that the increase in gasoline tax will cause a 
general rise in transport costs; an increase in sale tax will also 
cause a rise in the prices of a wide range of consumers’ goods; 
and finally an increase in the tax levied on export receipts will 
bring about an increase in the export prices and thus may 
more than offset the reduction in the export duties. As rice 
and rubber, which are the main exports of the country, are 
not exempted from export duties, the increase in taxes for the 
aggregate export receipts will undoubtedly raise’ the export 
prices of these products. 

Since the present economic situation in Thailand seems to 
be influenced by the approach of recession in some countries, 
the increase in taxes at this time could bring about adverse 
consequences. Although wages and prices have more or less 
moved upwards during 1957 and early 1958, these rises took 
place in a background of deflationary tendencies which ex- 
pressed themselves in the form of falling major commodity 
prices in the world market. Thailand must be cautious in 
executing its fiscal policy at this time, for herein lies the 
danger of adverse consequences which may in the future prove 
to be a hindrance to its economic development. 


— V. Nivatvongs 


IMPORT AND EXPORT LICENSING SYSTEM 


Thailand's import and export licensing system may be 
considered as a liberal and simple one. On the import side, 
only about 70 items of goods are placed under import control, 
their value being less than 15 percent of the total import value. 
Most goods may be freely imported without license. The main 
objective of the import control is to help protect domestic 
industries. If the goods can be produced locally in sufficient 
quantity, no import license is usually granted. If the goods can 
be produced to meet only a part of local demand, import 
licenses are granted to those importers who purchase a 
stipulated proportional quantity of the same goods produced at 
home. This is the case of printing paper, gunny bags, tea and 
cotton yarn. The proportion at which importers are required 
to purchase locally-produced goods is determined by the 
amounts of goods needed to satisfy domestic requirements and 


goods produced in the country. The proportion may be 
changed from time to time whenever the demand for or 
domestic production of the goods changes. The so-called 


“linking system” has obviated the use of quota system, thereby 
avoiding the problems that may arise relating to the fixing and 
allocation of quotas. The system also assists domestic pro- 
ducers to dispose of their products at reasonable prices. 

It is the policy of the Thai Government to facilitate the 
importation of goods and to simplify import licensing proce- 
dures to the fullest extent possible. In case licenses for 
importation of certain goods are liberally granted as they 
cannot be produced in the country in substantial quantity, 
import control on those goods may be entirely removed or the 
Department of Customs may be authorized to release the goods 
without import license. Before May 1957, import control was 
placed on earthernwares. When it appeared that domestic 
production of earthernwares was far below the requirements, 
necessitating the liberal granting of licenses for its importation, 


the import control on earthernwares was entirely removed. 
On March 1, 1957, glass tumblers were placed under import 
control with a protecting domestic production. Glass tumblers 
with C.I.F. value less than Baht 24.00 per dozen are absolutely 
prohibited from importation. Licenses to import glass tumblers 
of higher value are liberally granted. In order to facilitate 
the importation of high-value tumblers, which cannot be pro- 
duced lccally in substantial quantity, the Ministry of Economic 
Affairs, on August 13, 1957, authorized the Department of 
Customs to release without import license the import of glass 
tumbler with C.I.F. value exceeding Baht 24.00 per dozen. 

In applying for an import license, importers are required 
to submit the application with four copies in the form provided 
by the Ministry of Economic Affairs. The only document 
needed to accompany the application is a pro-forma invoice or 
other similar documents. In case importers are required to 
purchase domestic goods, the official receipt evidencing the 
purchase of the goods must be attached. The fee levied on 
application for an import license is nominal, only Baht 4.00. 
It normally takes only a few days to process an import license. 
In many cases, an import license may be obtained within one 
day. An import license is valid from 2 to 4 months depending 
on the distance from the country of origin. If the goods can- 
net be imported within the specified date, import licenses can 
be renewed. 

As for exports, export licenses are required for about 40 
items, many of which are the country’s principal products. 
The controls are imposed mainly with a.view to assuring 
adequate supplies for domestic consumption. However, export 
licenses are usually freely granted, especially for the goods 
with large exportable surpluses. For certain goods, the 
Customs Department is authorized to release the export without 
export license. This is the case of hen and duck eggs which 
were subjected to licensing until September 16, 1957, but are 
now permitted to be freely exported. 

— S. Chepsithar 


TRADE BETWEEN THAILAND AND JAPAN 


Being desirous of promoting trade between Thailand and 
Japan, the two countries signed on December 28, 1957 a 
Trade Arrangement with a view to strengthening trade relation 
as well as increasing trade between the two countries. Either 
Government will give due consideration to any proposal made 
by the other Government concerning the sale and purchase of 
the products which such other Government is primarily inter- 
ested in exporting or importing. It is, therefore, hoped that 
this Trade Arrangement will give ample assurance to the 
businessmen of both countries of the desire of both Govern- 
ments to promote trade between the two countries to the 
fullest extent possible. 

It may be noted from the table below that from 1950 to 
1956 the volume of trade between the two countries reflects a 
reasonable two-way trade. However, in 1957 it appeared that 
Thailand was suffering an enormous trade deficit in its trade 
balance with Japan. This was chiefly due to the fact that 
Japan's purchases of Thai rice dropped sharply. As a matter 
of fact, Japan has gradually reduced its purchases of Thai rice 
since 1953. Japan's total import of Thai rice in 1953 account- 
ed for 89 percent of Japan's total import from Thailand. It 
dropped to 85 percent in 1954, 80 percent in 1955, 51 percent 
in 1956 and about 45 percent in 1957. Japan's reducing its 
imports of Thai rice may be accounted for by the fact that 
during the last few years Japan has been able to increase its 
rice production considerably and consequently the need for 
importing rice has been lessened accordingly. 

At the present time Japan is interested in purchasing the 
round grain type of rice rather than the long grain type 
produced in Thailand. It is generally believed that Japan's 
imports of Thai rice in 1958 will not exceed a total quantity 
of 50,000 metric tons of which 20,000 tons will be glutinous 
rice. As the present prices of Thai rice are rather high owing 
to the limited quantity of exportable surplus of rice, it is 
doubtful whether Japan may actually purchase 50,000 tons 
this year. If Japan does not increase its purchases of other 
commodities from Thailand, such as salts, crude rubber, corn, 
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Political Reports from Southeast Asia 


Tito and Peking 

The rift between Peking and Yugoslavia is much discussed 
in the countries of Southeast Asia. Sympathies lie with 
Yugoslavia. Peking’s policy of interference in the affairs of a 
European country appears very strange. 

In his speech of June 15 to miners at Labin, in 
Yugoslavia, President Tito vigorously refuted the accusations 
of Chinese Communist leaders. He pointed out: “If the 
Chinese leaders have their internal difficulties—and they cer- 
tainly have them—they should solve them in another way, and 
not by such hostile speeches against Yugoslavia.’ Tito stated 
that the Chinese leaders were opposed to the relaxation of 
East-West tensions; he then turned to Khrushchev's accusation 
that Yugoslavia, by accepting assistance from the West, had 
betrayed the cause of ‘socialism.’ He said: ‘American wheat 
is not worse than Russian wheat. The difference is that we 
get wheat from America and we de not get it from the Soviet 
Union. This helps us to overcome our difficulties.” 

The Nation of Rangoon, in an editorial on the “Yugoslav 
Road to Socialism,”’ pointed out that “‘the Yugoslavs have no 
intention of recanting. They (the Yugoslav Embassy) say that 
Russia and China have returned to the Cominform of 1948, 
and they have furnished us with a list of the party leaders 
who then headed the Cominform, most of whom were hanged, 
liquidated or came to a sticky end.’ The Nation observed: 
“The lesson to be learnt by us in this Communist quarrel is 
that there is no such thing as independence or non-interference 
in world communism. . - 


New Burmese Communist Demands 

The Communist Party of Burma, still in revolt against the 
Government, now demands negotiations on equal terms with 
the latter and also insists that its armed forces should be 
legalised. The Burmese War Office confirmed that the Party 
emissary, ‘Major’ Hla Myaing, had conferred with high- 
ranking officers of the Burma Army in May; at that time it 
was believed that he was bringing an offer of surrender by the 
Party leader, Thakin Than Tun. ‘‘Major’’ Hla Myaing return- 
ed to Rangoon bringing with him four documents from Party 
headquarters which completely demolished the surrender idea. 
The documents contained not the least sign of surrender. 


oil seeds, etc. the trade balance between the two countries will 
undoubtedly deteriorate to such a low level that it may 
eventually mar the future of the trade relation between the 
two countries. 

JAPAN-THAILAND TRADE (1,000 $ U.S.) 


A. EXPORTS FROM JAPAN TO THAILAND 
YEAR 1950 1951 1952 1953 1954 1955 1956 1957 


1. Food & Beverage .. 81 649 103 162 1,319 499 678 890 
2. Textile & Fibre Pro- :. 
ducts apie ts sa 21,778 19,614 11,008 19,662 32,380 30,217 25,048 32,948 
3. Lumber & Wood Pro- : 
GUGES i eaterste elie = etre 164 1,580 201 52 884 = 1,361 908 3,144 
4. Animal & Vegetable . 
Products as seseer 443 1,286, 497 790 1,265 1,387 1,274 2,736 
5. Oil Fats & Waxes .. 50 225 29 22 44 23 67 538 
6. Chemicals ........- 719 864 645 578), 1,050) 215371) 11,493) 3,249 
7. Metal & Metal Products 7,172 11,862 14,762 16,568 16,713 17,713 13,383 18,664 
8. Non-Metallic Minerals 1,331 1,426 2,101 2,626 2,500 2,025 1,649 2,259 
9. Machinery ...-++-0 8,187 7,039 6,900 9,038 9,274 7,359 6,475 12,035 
10. Miscellaneous ...... 859 = 1,264 964 519: 1,126 1,226) 1,153) 2,023 
Total 40,783 45,608 37,209 50,023 66,564 63,135 52,143 78,505 
B. IMPORTS TO JAPAN FROM THAILAND 
1. Grain Food & Kindred 
ipraducts atateareye 37,977 34,850 48,919 61,438 68,773 49,936 17,111 16,668 
2. Fibre & Textiles .... 445 447 454 573 273 219 473-1 ,¥12 
3. Lumber pulp & Paper 389 235 267 334 272 258 526 602 
4. Animal & Vegetable 
eprstiets fe ieee ie 1,697 3,465 271. «1,205 «2,171 «2,261 »=—«:1,648 = 2,416 
. P it Oil Fats & 
; Wasee® f ae an 245 1,510 3,407 3,534 3,859 4,055 3,055 5,771 
6. Chemical Materials .. 223 57 60 13 0 0 51 17 
‘ Hi Mi 1 & 
f press Soe 0 37 0 412 198 192° 1,274" 3,203 
8. Non-Metallic Minerals 
% Coal a 137 591 621 539 779 306 55 644 
9. Miscellanequs : 0 65 154 197 349 254 =—-1,188 810 
Total * ..... 40,695 41,258 54,153 68,248 76,677 57,485 25,398 31,257 
C. BALANCE (A =-—B) 88 4,353 16,944 18,225 10,113 5,650 16,635 47,248 


— V. Nivatvongs 


Instead they imposed conditions on the Government 
stringent than any of their previous demands. 

The Burma Army released photostats of the Party docu- 
ments to prove their authenticity. The first document, a letter 
from Thakin Than Tun to U Nu, dated May 7, states: “The 
people are suffering every day at the hands of the AFPFL* 
armed forces, who have been attacking and killing them, 
burning and raping. . . ."". The second document, dated May 
20, declares: “The AFPFL Government having committed 
armed aggression against the people, we and the masses have 
defended our rights and freedoms. We are therefore not in 
the wrong.” The document continues: ‘When we come 
within the law, our armed forces and the arms they hold shall 
become legalised in the interest of national defence and the 
people’s security.” 

This extraordinary statement totally ignores the fact that 
it was the Communist Party which rose in revolt against ihe 
legal Government of Burma in 1948 and has ever since then 
carried out a campaign of murder, pillaging and destruction. 
The Communist Party has refused to accept the terms of sur- 
render offered by U Nu, that it must hand over its weapons 
and renounce armed struggle; if it did so, U Nu recently 
declared, the Party would be legalised and be allowed to contest 
freely the next elections. 

With the split in the ruling AFPFL, the ‘‘above-ground” 
Communists, formerly outcasts, have become respectable. It 
was only with their support—among the 45 members of the 
“National United Front’’t—that U Nu was able to win a bare 
majority against the Ba Swe-Kyaw Nyein faction in the debate of 
June 9. In the present political situation the Communists 
clearly believe they have an opportunity to compel the present 
Government to surrender, in effect, to the rebels themselves. 
As the Nation pointed out, it is not peace that the Communists 
want, but the gaining of their objective, which is effective 
control of the Government. 

U Ba Swe’s main criticism of the Nu-Tin group in power 
was that they were dependent on the support of the National 
United Front. U Nu, he said, had formerly condemned the 
Communist insurgents and their above-ground agents; yet he 
was now joining hands with these people, at great peril to the 
country. In reply, U Nu gave this pledge: “I, too, believe that 
the Communists should never be put into power. In fact I 
feel it strongly, and as long as | am Prime Minister I| shall see 
that power does not go to them.” 


more 


Warning from Burma 

In an Editorial, the Nation of Rangoon gave a strong 
warning against present Communist tactics, particularly in 
India and Burma. The text of the Editorial follows: ‘‘The 
prominent role our Communists are playing in the game of 
parliamentary democracy reminds us of their friends in India 
who recently went on record in Amritsar with a new con- 
stitution containing terms of respect for “‘parliamentary préce- 
dures.” It seems to us that, in India and Burma, militant 
Communism has taken such a beating that the Party line has 
been changed in order that power might be achieved by 
“peaceful” means. India has not had a full scale rebellion 
like Burma. But it has tried violence in Travancore and 
Malabar, in Andhra and Telengana, in Bengal and in PEPSU 
(Patiala and East Punjab States Union). But these: outbreaks 
of violence have been effectively quelled and the Communist 
Party of India, like their friends here, are changing their tactics. 
The inefficiency and corruption of the Indian Congress have 
helped the Indian Communists, but not to such an extent as 
the split in the AFPFL is likely to help the Burmese 
Communists. 

“In a country where there is a Communist regime, talk of 
“peaceful transition” would be condemned as ‘‘revisionism’’ or 
outright heresy. But here, as in India, certain camouflages or 
“tactical manoeuvres’ are apparently necessary. Burmese 
Communists do not these days use the word ‘“‘dictatorship of 
the proletariat," although it is on this principle that Commun- 
ism is founded. In fact, they dd not openly admit to being 


* Anti-Fascist People’s Freedom League. 
+ Including the Communist-controlled Burma Workers’ 
the moderate, but opposition, Justice Party (16 members). 


Party (26 members) and 
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Communists, although if directly challenged, they will not deny 
the charge. 

“But, regardless of the variety of party label used to 
camouflage their identity, the Communists here are as orthodox 
as any we may find in Russia or China. If the CPB, like the 
CPI, chooses temporarily to tread the path of parliamentary 
democracy, it is only en route to a people's democracy. The 
two “democracies” are entirely different, one from the other, 
but while the leaders in India clearly see this difference, pur 
leaders here are less sharp eyed. In fact, some of the non- 
Communist elements in the present Government of Prime 
Minister U Nu, because they do not subscribe to any ideology, 
may prove to be useful allies of the Communists. When a 
Communist party is weak and discredited, as it is in Burma, 
they need the ignorant and the unsuspecting as allies. In the 
preamble to the new CPI constitution the words occur: 

“The CPI strives to achieve full democracy and socialism 
by peaceful means. It considers that by developing a powerful 
mass movement, by winning a majority in Parliament and by 
backing it with mass sanctions, the working class and its allies 
can overcome the resistance of the forces of reaction and ensure 
that Parliament becomes an instrument of the people’s will for 
effecting fundamental changes in the economic, social and State 
structure.” Let the allies of Communism beware. If they 
cannot help being ignorant or stupid, they can at least take 
warning that Burma is in no mood to tolerate the substitution 
of the Communist constitution for the Constitution of the Union 
of Burma. 


Emergency in Malaya 
The Malay Mail recently reported on the ten years of the 
Communist emergency in Malaya, stating that “now the end 
is in sight."’ The report said: Today the terrorists are beaten. 
From a force of 11,000 armed, well-equipped men and a few 
women in 1950 and 1951, at the height of the emergency, 


Hongkong Public 
HK TELEPHONE CO. LTD. 


At an extraordinary general meeting, Chairman D. Benson 
informed shareholders that it was proposed in the last quarter 
of this year to make a new issue of 1,000,000 shares at $10 
each plus a premjum of $5 a share in the proportion of one 
new share for every three shares now held. The meeting 
unanimously adopted a resolution increasing the present capital 
of the company of $30,000,000 to $50,000,000 by the creation 
of 2,000,000 additional shares of $10 each. The resolution 
also stated that such additional shares shall ‘be issued at such 
time or times and upon such terms and conditions as the 
Board in their absolute discretion shall think fit. 

Proposing the resolution, Mr. Benson said: The company 
is in the process of carrying out a considerable developmen 
programme. The building of two new exchanges, one in 
Mongkok and one, in Kowloon City with a total ultimate 
capacity of 32,000 lines, has already started and orders have 
been placed for the necessary exchange equipment and under- 
ground cable. It is not possible to finance these two projects 
out of the company’s present resources, and, accordingly, 
additional finances will be required. The sum of $2,792,418 
has already been obtained by the sale of the majority of the 
company's depreciation reserve investments, but a further 
$15,000,000 will be necessary by the end of this year. To 
obtain this, Directors propose to offer to shareholders 1,000,000 
shares at $10 each, plus a premium of $5 per share, in the 
proportion of one new share for every three shares held, the 
issue to be made during the last quarter of this year and the 
shares to rank for dividends declared in respect of the financial 
year ending December 31, 1959, and subsequent years. This 
will absorb $10,000,000 of the proposed increase of 
$20,000,000 in the authorised capital. It is not proposed to 
issue the remainder until such time as future development makes 
it necessary. 

After a careful review of the estimated earnings of the 
company, Directors are of the opinion that the present dividend 
may be expected to be maintained on a capital of $40,000,000 
provided that there is no unforeseen delay in bringing new 
equipment into service. 
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these figures have now, dwindled down to a ragged, hungry 
bunch of about 1,500, scattered in small gangs, out of contact 
with «ach other, miserable and disillusioned. How many of 
this number are still hiding over the border in south Siam is 
anyone's guess, but there is little doubt that quite a number 
of the top hard-core are there. For more than a year, the 
terrorists have not staged one incident worthy of note, yet at 
one time there would be anything like 20 major incidents a 
day. In the month of December, 1950, the terrorists destroy- 
ed or damaged $1,800,000 worth of property in Malaya, of 
which $1,300,000 represented damage to buildings, estate staff 
bungalows, labourers’ lines, rubber stores and engines. In that 
one month alone, terrorists held up 49 motor vehicles and 
robbed passengers, took away food and set fire to vehicles 
involving a total loss of $204,338. Again in that black month 
of December, there were 63 reports of armed murder involving 
107 deaths and 20 reports of murder with other weapons 
involving 2! deaths. 

Take a similar monthly report for any month of 1958 and 
it reads something like this: Eight terrorists killed, two 
captured, six surrendered and four wounded. Fifty-eight 
terrorist camps found and 42 dumps. No major incidents, no 
members of the security forces killed, no civilians killed. More 
than 6,550 terrorists have been killed since the emergency 
started, more than 2,790 have been wounded, more than 2,090 
surrendered, more than 340 wounded and captured, and more 
than 930 captured. On the other side of the balance sheet, 
2,468 civilians have been killed, 1,385 wounded, and 807 
missing. The police and home guards have lost 1,334 killed. 

Today almost the full circle has been made. The 
emergency is probably nearly over but there is still the need 
for all Malayans to be on their guard against the Communists 
trying to take over this country again, next time perhaps by 
using a more subtle method: infiltration into spheres not open 
to them in 1948 such as politics. 


Company Meetings 


NANYANG COTTON MILLS LTD. 


Statement by the Acting Chairman Mr. D. Benson: The 
trading profit for the year is $2,919,654 as compared with 
$2,205,352 in 1956. During the year we increased our turn- 
over but our overseas task was rendered more difficult by 
restrictive policies adopted by several countries, designed either 
to conserve their resources in foreign exchange, or to protect 
their domestic textile industries. Nevertheless, the value of 
our total turnover increased over the year. This is not only 
the result of vigorous selling but is also some reward for the 
expenditure on new plant over the past few years and for the 
constant efforts made to improve methods in quality and 
service. 

Intensified competition from Mainland China, Pakistan, 
India and Japan, and from other countries in South-east Asia, 
had the effect of lowering market prices for cotton yarns and 
for cotton piece-goods. Consequently there was a constant 
erosion of profit margins, and the gradual prices retreat under 
way in the cotton grey-goods market extended a little further 
this last quarter. Several features in the situation abroad are 
likely to influence exports in the coming months. The slight 
downturn expected in textile mill consumption and large 
supplies of raw cotton and cotton products in several countries 
could provide a basis for caution and reluctance to make for- 
ward commitments. Although the balance of trade with the 
United Kingdom continues to be heavily in their favour, I can 
only view our long-term trade with Britain—our best customer 
—with much less optimism than | have felt for some years. | 
say this because the Lancashire textile industry, which has been 
largely affected by a continuous and steep decline in its export 
volume over the past few years, is now pressing the United 
Kingdom Government to safeguard its position by proposing 
the imposition of a quota on Commonwealth imports of cloths 
which, incidentally, have caused but a comparatively small 
percentage of displacement of home-manufactured fabrics. 

The exports of cotton cloth to UK during 1957 from India 
were 182 million square yards, and from Pakistan seven million 
square yards. The total exports to UK of cotton yarn of 
Hongkong origin during 1957 was 514 million lbs. of a value 
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of $19,107,435. That of piece-goods being 76.3 million square 
yards amounting in value to $93,497,903—-now said to have 
been increased to an annual rate of 100 million square yards. 
The Cotton Board announced in Manchester on May 14, 1958 
that the Lancashire weaving mills produced an average of 44, 
million yards of cotton mixture cloths a week, in the month 
ended March 29. This compared with a weekly average of 
4514 million yards in March last year. The production of 
cctton and mixture yarns last month averaged 17.! million lbs, 
weight per week compared with 17.3 million lbs. weight the 
previous month and 18.1 million lbs. weight in the same month 
last year. That is to say that Lancashire is producing yarns 
at the rate of 889 million lbs. weight per annum, and cloths 
at the rate of 2,314 million yards per annum. 

The question of industrial development in Hongkong is 
more pressing than ever to-day owing to the problems given 
rise by the intensified competition by Asian countries, by the 
pressure upon the Government of the United Kingdom by 
Lancashire textile interests to impose a ceiling on imports of 
cloth from Commonwealth countries, by the political turmoil 
in Indonesia which has seriously disturbed trade with that 
country, and by the signs of a recession appearing in the 
United States of America and elsewhere. The training and 
developing of technologists in the industry is of paramount 
importance even more so to-day than ever before. The 
establishment of a textile training section in the new Technical 
College provides the facilities for such training and it is 
essential that individual employers will give their personnel 
every encouragement to improve and develop their knowledge 
by attending the special classes which have been arranged for 
the purpose, 

It is to be hoped that the steps being taken towards the 
establishment in Hongkong of a Federation of Industries will 
be successful. It is extremely important that a balanced plan 
be set up for industry, and the Federation should be so con- 
stituted as to provide, among other things, the formation of 
special committees to supervise the intensive use of equipment, 
the improvement and regulation of the quality of goods 
manufactured, to form units for specialised products, and to 
endeavour to promote and to develop and increase the volume 
of exports. 

Our new and entirely modern four-storeyed factory 
building at Kun Tong is now approaching completion. It will 
facilitate greatly the efficient running of the business of the 
Company and will give us scope for improving and broadening 
our production programme. A commencement has been made 
with the installation of some new machinery in this mill.. The 
process of transition of machinery from the original mill at 
Ma Tau Kok will take some time to complete, but it should 
be remembered that, even with the best of planning, production 
is bound to suffer to some extent. 

Directors recommended payment of a final dividend of 60 
cents which, together with the interim dividend of 50 cents 
payable on December 24, 1957, totals $1.10 per share or I1 
per cent for the year. In arriving at the decision to fix the 
Final Dividend at 60 cents and to increase the General Reserve 
by $4,000,000, and to transfer to Doubtful Debts Reserve, 
$230,000 from unappropriated profits, Directors were in- 
fluenced by the prevailing uncertainty as to the economic 
situation in the current year and its effect on our business. 
The signs and portents being what they are, it would “be most 
unwise to ignore them. 


TEXTILE CORPORATION OF HK LTD. 


Mr. G. E. Marden, Chairman, reported: The company 
made a net profit last year of $1,523,141, after charging 
taxation. Added to this was $1,001,976 brought forward from 
last year, making $2,525,117 available for appropriation. 
Directors recommended the following distributions: to pay a 
dividend of 60 cents a share on 1,600,000 shares, absorbing 
$960,000; to transfer to General Reserve, $1,000,000, to carry 
forward $565,117. ‘ 

The new Weaving Department is now in full operation. 
Our mill is approaching the optimum in size and equipment to 
provide for economical working. We will also continue with 
the replacement of remaining old uneconomical plant without 
undue interference with production and without substantial 
capital outlay. Subject to these replacements we have reached 
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our planned stage of development and now operate 18,328 
spindles and 286 looms. The spindles produce yarn varying 
in counts from 8's to 42’s single and double. The looms pro- 
duce Grey Drills, Jeans, Sheetings, Twills, Poplinette and other 
qualities in widths of 26 to 42 inches and our capacity in 
terms of the standard 20 count yarn is: 1,425 bales per month. 
Sixty-five per cent of this production is sold and the remainder 
converted into cloth, our weaving capacity in terms of the 
simple 36 inch wide sheeting being about 700,000 yards a 
month. Working to capacity we consume from 1,700 to 1,800 
bales of raw cotton monthly and there are a total of 1,023 staff 
and workers on our payroll. 

Despite the cordial reception given by the textile industry 
here to the proposals made during his visit by Sir Frank Lee, 
the Permanent Secretary of the Board of Trade, our competitors 
in Lancashire have continued their vociferous and mendacious 
campaign against our products. Puerile and uninformed 
though most of it has been, ranging from untrue accusations 
of slave labour to suggestions that Hongkong itself is valueless 
to the Commonwealth,- it has some degree of effectiveness by 
reason of the political situation in the United Kingdom. We 
shall continue to support the efforts which are being made to 
present the facts to the people of the United Kingdom and 
we believe that their collective good sense will be proof against 
lying propaganda. 

The quality of our product remains high. Our insistence 
upon maintenance of this quality and our determination to give 
the maximum of service with regard to delivery and price has 
resulted in strong and in some cases exclusive demand for 
certain of our brands in more than one of the markets we 
supply in South-east Africa. The installation of modern dyeing 
and finishing facilities in the Colony, which will come into 
operation next year, should prove of material benefit to the 
local industry. 


PEAK TRAMWAYS CO. LTD. 


Mr. H. Kadoorie, Acting Chairman, reported: The 
accounts for the year ended 31st March, 1958 show a net 
proft. after tax of $369,218. To this is added the balance 


brought forward of $53,741. An amount of $422,959 is 
available for following appropriations: transfer to general 
reserve, $100,000; pay a dividend of $5 per share on 29,500 
$10 fully. paid shares, $147,500; pay a dividend of $2.50 per 
share on 50,000 $5 paid up shares, $125,000; carry forward, 
$50,459. By comparison with the previous year, revenue 
increased by $62,906, and charges, including Corporation 
Profits Tax, by $58,688, so that there is a small increase in 
the net profit of $4,218. Due to the fact that our new 72 
seater alloy car has been in service for the whole year, the 
total number of passengers carried showed an increase. _ In 
view of this, another car of identical construction has been 
ordered and it is hoped that it will be put into service at the 


INDO-CHINA STEAM NAVIGATION CO. LTD. 


Mr. H. D. M. Barton, Chairman, stated: Last year I 
sounded a note of warning because world freight levels showed 
signs of declining. This warning unfortunately fell far short 
of what has actually transpired. During the second half of 
1957 the fall in- the movement of cargo coupled with the 
increase in new tonnage resulted in one of the most sudden 
declines recorded in the shipping trade. Fortunately this is 
not reflected in the accounts of the year under review due to 
the boom conditions during the first part of the year. There 
has, however, been a steady deterioration in the company’s 
earnings since the month of September. This trend has con- 
tinued through the early months of the current year. The 
world is suffering today from the basic economic ill of supply 
exceeding demand and the shipping industry is of no exception. 
Unless some unexpected event occurs to alter the situation [| 
see no immediate prospect of improvement in the earnings 
position. 

The company continued to secure its fair share of the 
cargo offering on -our oldest trade route, the Bay of 
Bengal/Japan Service. These operations however continued 
to be hampered by the slow turn round at some of the ports 
of call: This situation. was greatly aggravated during the 
latter half of the ‘year following the discovery in Calcutta of 
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a large amount of gold which had been smuggled on board 
one of our ships. Although neither the company nor the 
ship's officers were in any way at fault the Indian Authorities 
imposed a very heavy fine on ourselves, the Owners, in lieu 
of confiscation of the ship on the grounds that places for 
secreting contraband existed in the vessel. The vessel was 
released after a costly delay of five weeks and the payment 
of a percentage of the fine demanded. An Appeal is pending. 
The outcome of this Appeal is awaited with considerable con- 
cern, not only by ourselves but by all Owners of ships which 
call at Indian ports, and they are many. While all possible 
steps will continue to be taken by the company to eliminate 
smuggling on board our ships, the difficulties in the way of 
ensuring that modern ocean cargo vessels are completely free 
of any contraband and secret hiding places are very great. 


During the early part of the year records were broken for 
quantities of timber lifted by our Borneo Line vessels, and a 
pleasing feature of this trade was the substantial increase in 
the cargoes available southbound from Japan, Taiwan and 
Hongkong for Borneo. However as the year advanced freight 
rates declined sharply. If shippers’ demands for further 
reductions have to be met this trade will become unremunera- 
tive. There was a strong demand during the first half year 
for space north-bound in our Australian and New Zealand 
service. But from July satisfactory cargoes were only 
spasmodic because Japan was unable to take delivery of all 
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the wool purchased, and a severe drought in Australia resulted 
in that country being unable to export the normal quantities 
of grains. A helpful feature was the extension of this service 


to North China Ports. 


Our activities in the Charter Market were restricted to 
the “Eastern Glory”, which vessel did exceptionally wel! as it 
was fixed up to the end of the year at the peak of the market. 
However, with the collapse of the Charter Market it is proposed 
to re-introduce this ship into our Australasia/Far East service. 
Last year | explained that the pilot scheme for which we had 
chartered the ‘‘West Indian’’ was due to terminate at the end 
of 1957. Following our negotiations with the British West 
Indies Governments it was decided not to continue the service 
and the ship was withdrawn on completion of her Time Charter 
in January 1958. She was sold at a satisfactory price in June 
1957, for forward delivery. Last year you were also informed 
that we had exercised an option to purchase m.v. “West 
Breeze’, a sister ship of our m.v. “Eastern Muse’. We took 
delivery of the ““West Breeze” in July 1957, and renamed her 
“Eastern Maid’. She has been allocated to the Bay of 
Bengal/Japan berth, and, although she entered this service at 
a difficult time, being a modern, economic vessel she will be 
a useful addition to our Fleet. This latest acquisition brought 
the total tonnage of the Fleet at the end of 1957 to 91,928 
deadweight tons compared with 85,691 deadweight tons at 3 Ist 
December, 1956. Last year I also informed you that we had 
placed an order with Messrs. Swan, Hunter & Wigham Richard- 
son Ltd., Newcastle-upon-Tyne, for a general purpose motor 
cargo vessel of approximately 13,000 deadweight tons. This 
vessel, No. 1962, is now expected to be ready for delivery early 
in 1959. Last summer your Board looked into the. question 
of placing an order for a further general purpose ship, but in 
view of the uncertain outlook for shipping, and a possibility 
of a reduction in shipping costs, it was decided to postpone 
placing the order for the time being. It is hoped that we 
shall be able to place this order at a later date to better 
advantage, and, perhaps, at a fixed price. 


The balance of the Ships’ Working Account amounts to 
£774,335, compared with £777,499 for the previous year. 
The figure is a creditable one considering all the circumstances. 
In the Profit and Loss Account it has been necessary to make 
higher charges for depreciation of the Fleet and for Taxation, 
but Bank Loan Interest is lower. The result is a Net Profit 
of £418,575, compared with £459,519 for the previous year, 
a reduction of £40,944. After adding the sum of £67,093 
brought forward from 1956 there is a total of £485,668 avail- 
able for appropriation. This year your Board recommends the 
transfer to Ships’ Replacement Reserve of £270,000 compared 
with £300,000 last year. This reduction is due to the smaller 
Net Profit although it must be emphasised that the necessity 
for providing annually for the replacement of our Fleet has 
by no means diminished. After providing for the 6% dividend 
on the Cumulative Preferred Ordinary Shares, it is recom- 
mended that a Dividend of 10% plus a Bonus of 714% be 
paid on the Deferred Ordinary Shares. Whilst Shareholders 
may be disappointed with this reduction in the Bonus the over- 
riding consideration which must be taken into account in the 
present depressed state of the shipping industry is the 
conservation of the Company's liquid resources to meet current 
cperating commitments. A grant to the Floating Staff Pro- 
vident Fund of £18,000 is also recommended, leaving a balance 
to the credit of the Profit and Loss Account of £96,010 which 
it is proposed to carry forward to 1958. In the Balance Sheet 
the increased book value of the Fleet from £2,818,042 to 
£3,309,733 represents the addition of the m.v. “Eastern Maid" 
which came into service in: July 1957, and payment on account 
of Ship No. 1962 which is in course of construction. The 
Bank Loan liability of £250,000 compared with £100,000 at 
the end of the previous year reflects the purchase of m.v. 
“Eastern Maid’. Following a change in our Fleet insurance 
arrangements we have reduced our Underwriting Reserve by 
£110,000. This amount has been utilised to increase the 
Ships’ Replacement Reserve which it is always needed. 


The year 1958 has started poorly. Although no effort 
will be spared to ensure that we continue to carry a fair share 
of the cargoes available in our trades, I am afraid the outlook 
for the rest of the year affords no grounds for optimism. 
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HONGKONG 


HONGKONG vs. LANCASHIRE 
Mr. J. D. Clague, Chairman of the Hongkong General 


Chamber of Commerce, last week presented Hongkong’s case 
against the barrage of criticism from the Lancashire textile 
industry. He blamed emotionalism and domestic politics in 
Lancashire for the clamour for restrictions on the import of 
textiles and other products from Hongkong. He said inter alia: 
Our production has caused such controversy in Britain chiefly 
because in Lancashire the whole question generates such 
emotionalism that the true facts are all too frequently ignored. 
Qur entry into UK market coincided with a big increase in 
shipments of Indian cloth and the potential threat of a new 
competitor, namely Pakistan. The decrease in UK's exports, 
which are now only half what they were in 1949, has further 
aggravated the situation from Lancashire's point of view. 
Limited shipments of cloth of Japanese and Chinese origin have 
also been allowed into UK in the interests of trade in general, 
and whereas Lancashire feels the pinch, other UK industries 
exporting to those countries benefit. Perhaps the most im- 
portant reason of all is that the position of the Lancashire cotton 
industry has become a political issue in UK. With so many 
marginal seats in Lancashire and the possibility of a general 
election in the not too distant future, many politicians are more 
concerned with making political capital out of Lancashire's mis- 
fortunes than they are in facing up to real economic issues. 

Back in 1933 Lancashire, as now, was clamouring for 
Government assistance and protection. In 1930, Lancashire 
was operating over 55 million spindles and 692,000 looms. By 
1935 these figures had dropped to 42 million and 504,000 
respectively, whilst in 1939 there were only 36 million spindles 
operating. Between 1950 and 1957 the spindlage dropped 
from 29 million to just under 22 million, whilst over the period 
from 1952 to 1957 the number of looms in operation dropped 
from 350,000 to 284,000. From these figures it is clear that 
by far the greater part in the decline of the Lancashire industry 
took place before Hongkong ever started spinning cotton in 
quantity, and perhaps an even more graphic illustration of this 
is the fact that, in 1938 Lancashire exported 1,400 million 
square yards of cloth compared with 700 million square yards 
in 1952. What is the lesson to be drawn from these figures? 
Firstly, the demand for cotton textiles is decreasing, and more 
and more man-made fibres are being used; secondly, less 
developed countries must attempt to establish such light indus- 
tries as they are capable of operating, and this means more 
often than not the production of lower grades of cotten textiles. 
If world trade is to be maintained and expanded, it is essentidl 
that the less developed countries are given an opportunity of 
earning foreign exchange with which to buy machinery and 
other essentials from the more highly developed countries. It 
seems, therefore, that more and more of the low grade textiles 
will be produced in the less highly developed countries in the 
future, and this is a fact which I believe the major textile pro- 
ducing countries must face up to. It is in keeping with this 
background that the HK textile industry came into existence. 

By comparison with those in other countries, the HK in- 
dustry is minute. The United Kingdom has 22 million spindles 
and 280,000 looms, Japan 9,000,000 spindles and 391,000 
looms and India 12 million spindles and 220,000 looms. We 
have 1/3 million spindles and 10,000 looms. With only 
336,000 spindles compared with Lancashire 22,000,000 it 
would not help Lancashire fundamentally if our whole industry 
closed down. We enjoy only three per cent of Lancashire's 
home trade, surely this is not unreasonable considering that we 
have consistently bought more from the UK than they have 
bought from us. The balance in favour of the UK over the last 
10 years is no less than $2,800 million of (£175,000,000). 


UNEMPLOYMENT IN HONGKONG 

The Gin Nih Weaving Factory in Tsun Wan, which 
suspended operation early last month, is having difficulty in 
discharging its 450 workers. Last week, several workers were 
hurt in a scuffle with the Police as a result of a dispute over 
severance pay. Negotiations are still continuing between the 
workers and the owners. The Oriental Corporation at Castle 
Peak Road also discharged its 130 temporary labourers. The 
workers at first refused to leave the factory. The HK and 
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Kowloon Trades Union Council then mediated between the two 
parties and worked out an agreement under which the workers 
were given severance allowance of one extra month of their 
wages, food allowance for 20 days and promises of reemploy- 
ment if the corporation should take in temporary workers in 
the future. 

The steady decline in exports of cotton cloth and knitwear 
will eventually force more weavers and knitters out of business 
thus accentuating the local unemployment problem. The 
situation is very grave because UK textilemen are still urging 
the Government to restrict imports of the so-called ‘‘cheap” 
HK cloth while Peking is dumping large quantities of piecegoods 
and knitwear in the local market and in SE Asia. Importers in 
Singapore are already warning that unless HK manufacturers 
reduce their prices and improve the quality of their products 
they will lose the Malayan market to China. It will be a 
miracle if HK manufacturers could increase the wages of their 
workers while at the same time compete with Chinese goods in 
local and overseas markets. Meanwhile the number of unem- 
ployed workers in HK will steadily grow because the possibility 
of increasing exports of HK products to SE Asia is very slim. 


COMMUNIST INFLUENCE & PROPAGANDA 


Last week, a local English language daily, the Hongkong 
Standard, published an exclusive report on how Communists are 
intimidating HK and Macao fishermen and in an editorial, the 
paper also exposed how Peking’s mouth-pieces in Hongkong 
are trying to fool the people on the Middle East Problem by 
utilising massive—but synthetically manufactured—propaganda: 

HK Fishermen—According to local fishermen, the Com- 
munist authorities reiterated at a recent seven-day meeting at 
Tong Ka Wan, their determination to control the fishermen 
near Macao. At the meeting, attended by more than 1,000 
owners of fishing boats, the fishermen were warned that they 
would be required to join Communist-managed fishing co- 
operatives as from Aug. |. They were told that patrol boats 
would be sent to the fishing grounds to enforce the ruling and 
that fishing junks without the licence issued by the co-operatives 
would be arrested and charged with “‘violating the laws of the 
mother country.’ Among the more than 1,000 owners of 
fishing boats who attended the meeting, 300 came from Macao, 
and others from Hongkong and other places. Restrictions are 
also to be imposed on the movement of the fishing boats con- 
cerned and the fishermen and their families. Fishermen who 
traditionally frequent waters around Tong Ka Wan will not be 
permitted to visit Macao or Hongkong. Presumably their entire 
catches are to be handed over to the co-operatives. The 
normal requirement however is for fishermen to sell at least 
70 per cent of their catches to the co-operatives. Those who 
fish in waters off Wanchai Island, opposite Macao, will be 
allowed to visit Macao only to sell their catches to Communist 
appointed fish dealers. A report from Macao said that fish 
dealers in Macao are concerned about the Communist scheme, 
which they fear would lead to their bankruptcy. Many of them 
have advanced considerable sums of cash to fishermen. 

The Middle East Crisis—Recently the local Chinese Com- 
munist newspapers have devoted the major portion of their 
space to news reports, pictures and comments on a purportedly 
spontaneous popular movement in Hongkong opposing 
American-British actions in the Middle East. These reports 
tend to give the impression that almost the entire city of Hong- 
kong has risen to give support to the protest movement. There 
have been interviews with bankers, export-import merchants, 
industrialists, teachers, union leaders and many others—all 
denouncing the steps taken in the Middle East by the United 
States and Britain. If Hongkong residents—as in the case of 
the people on the mainland—had no other choice but to read 
Communist newspapers only, they would have gained the 
impression that the protest meetings were really as extensive 
as they were reported and that the whole of Hongkong was in 
a state of convulsion over events in the Middle East. Happily, 
however, the people here have other sources of information. 
They are able to learn through the city’s independent news- 
papers that, despite the critical situation in the Middle East, 
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FINANCE & COMMERCE 
TRENDS IN U. S. AND OTHER 
GOLD AND DOLLAR HOLDINGS IN 1957 


The strengthening of gold and dollar 
holdings outside of the U.S., which had 
proceeded at an annual rate of some 
2 billion dollars throughout most of the 
previous five years, came to an end in 
1957.* It is true that aggregate foreign 
(i.e. held outside the U.S.) gold and 
dollar holdings rose again last year—by 
an estimated 650 million dollars, to about 
30 billion dollars; this increase would not 
have occurred, however, except for 
drawings of some 900 million dollars on 
the International Monetary Fund by 
foreign countries. 

This change in the trend in aggregate 
foreign gold and dollar holdings reflected 
a turnabout in the balance of payments 
of the United States. In contrast with 
the previous five years when foreign 
countries had acquired gold and dollars 


through transactions with the United 
States, in 1957 they lost about 600 
million dollars to this country. This, 


however, was due not to any decline in 
United States purchases and other pay- 
ments abroad—these actually were higher 
in 1957, for the fourth successive year— 
but rather to a sharp rise in foreign 
countries’ expenditures on United States 
goods as well as to an influx of short- 
term capital. 

Furthermore, the loss of gold and 
dollars by foreign countries to the United 
States equaled less than 2.5 per cent of 
their aggregate gold and dollar holdings, 
which have more than doubled during 
the past ten years. Viewed in this 
perspective, such a loss to the United 
States could hardly have had a marked 
over-all effect on international liquidity. 
In the world today, however, the dollar 
is used for settling balances not only 
with the United States, but also among 
foreign countries themselves. For an 
individual country, therefore, an over-all 
external payments deficit results, as a 
rule, in a decline in dollar holdings—as 
well as in gold reserves—and is thus apt 
to be regarded as a ‘‘dollar gap’ even 
though the gold and dollar losses are to 
third countries, and not to the United 
States. Global external payments deficits 
reauiring settlements in United States 
dollars—as well as in gold—resulted at 
various times during 1957 in particularly 
large gold and dollar losses by such 
countries as the United Kingdom, France, 
and the Netherlands; the main counter- 
part of these losses was the substantial 
gold and dollar gains of the Federal 
Republic of Germany. 

The strains in foreign balances of pay- 


*“Gold’’ inciudes reported or estimated official gold 
reserves of foreign countries (excluding the USSR) and 
of the Bank for International Settlements and the 
European Payments Union (but not other international 
institutions). ‘‘Dollar holdings’? comprise both oficial 
and private holdings and consist primarily of sight and 
time deposits, short-term United States securities, 
bankers’ acceptances and estimated holdings of United 
States Government notes and bonds. 


ments reached a climax during the 
summer. In the closing months of the 
year, partly in response to monetary and 
other restraint measures, the payments 
position of many countries appeared to 
be moving into better balance. In 
particular, there were indications that 
the loss of gold and dollars to the United 
States had sharply declined. At the 
same time, the disequilibrating short- 
term capital movements within Western 
Europe abated and the margin of trade 
imbalance was substantially reduced. 


The Flow of Gold and Dollars 

About three fifths of last year’s 650 
million dollar increase in the total gold 
and dollar holdings of foreign countries 
consisted of gold. Beside adding to their 
menetary gold stocks, foreign countries 
sold, on balance, 170 million dollars’ 
worth of gold to the United States and 
made gold payments of some 85 million 
to the International Monetary Fund either 
as part of certain members’ subscriptions 
or in fulfilment of repurchase obligations. 
Among the countries that sold gold to 
the United States were Argentina, Spain, 
the Netherlands, and the Philippines; on 
the other hand, a few countries, includ- 
ing El Salvador and Indonesia, purchased 
small amounts of gold from the United 
States. In 1956, foreign eountries had 
sold to the United States 80 million 
dollars’ worth of gold; these had been 
the first net sales after a period of three 
years during which foreign countries 
purchased from the United States a net 
total of 1,559 million dollars of gold. 

Gold added to foreign monetary gold 
stocks, together with gold sold by foreign 
countries to the United States or paid in 
to the International Monetary Fund, thus 
reached some 660 million dollars. This 
gold was derived partly from new pro- 
duction abroad, which according to 
preliminary data amounted to 975 
million dollars, and partly from other 
sources outside the United States, includ- 
ing gold reportedly sold by the USSR in 
markets in the rest of the world, which 
was put by various reports at over 200 
million. Of this aggregate supply of 
gold, somewhat over half thus appeared 
in the gold stocks of monetary authorities 
and of international institutions. The 
remainder went to meet gold require- 
ments in the arts and industry, and to 
satisfy other private demand. : 

‘As in earlier years, a large portion of 
last year’s foreign gold production was 
sold on the London gold market. South 
Africa and other sterling area producers 
sold most of their output there, as in part 
did a number of nonsterling producers. 
The principal buyers continued to be the 
Western European central banks, but 
some gold was also purchased by private 
operators, particularly in the Middle and 
Far East. The dollar equivalent of the 


London gold price remained during most 
of last year within the range of the 
United States buying and selling prices 
of $34.9125 and $35.0875 per fine ounce 
($35 plus or minus 14 per cent), at 
which this Bank, acting on behalf of the 
United States Treasury, deals with foreign 
monetary authorities. Sellers thus re- 
ceived a slightly higher price in London, 
while, foreign monetary authorities 
generally found it cheaper to buy gold 
there rather than from the United States 
Treasury. 

As a result of these various gold 
transactions, the official gold reserves of 
foreign countries rose last year by some 
400 million dollars to 15.1 billion. At 
the same time, the monetary gold stock 
of the United States rose by 799 million 
to 22.9 billion; this was attributable 
mainly to the purchase of the 170 million 
dollars from foreign countries, as already 


noted, and of 600 million dollars from 
the International Monetary Fund for 
reasons that will be mentioned later. 


The International Monetary Fund held 
1.2 billion dollars’ worth of gold. The 
United States thus held at the end of 
1957 some 58 \per cent of the world’s 
monetary gold reserves (excluding those 
of the USSR). 

Total foreign dollar holdings rose by 
some 250 million dollars in 1957 to 14.9 
billion. Of this amount, about three 
fifths was held by foreign monetary 
authorities, in part to meet current 
exchange requirements or for use in 
intervening in foreign exchange markets. 
The remainder was held by foreign com- 
mercial banks and firms and individuals 
largely for carrying out international 
transactions. F 

Of the 14.9 billion dollars of foreign 
holdings, 13.6 billion consisted of short- 
term dollar assets. Some 55 per cent of 
these were in the form of demand and 
time deposits and 35 per cent in the form 
of United States Treasury bills and certi- 
ficates; the remainder was primarily in 
the form of bankers’ acceptances. In 
addition to these short-term dollar assets, 
foreign countries held approximately 1.3 
billion in United States Government bonds 
and notes with original maturities of 
more than one year; these were held 
mostly by Canada and certain Western 
European countries. 


Reserve Positions of Foreign Countries 
Another distinctive feature of last 
year’s trends in foreign gold and dollar 
holdings was the fact that only relatively 
few countries—the Federal Republic of - 
Germany and Venezuela in particular— 
gained reserves; indeed, these two coun- 
tries together gained about twice as 
much as the 650 million dollar aggregate 
increase in foreign gold and dollar hold- 
inge noted above. Most foreign countries 
incurred reserve losses, which were 
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especially large in France and Japan; 
these two countries together lost almost 
| billion. 

During the first nine months of 1957, 
Germany's gold and dollar holdings rose 
by 734 million, on top of a 961 million 
rise in 1956. Germany's reserve gains 
were attributable partly to its continued 
merchandise trade surplus and partly to 
a speculative inflow of funds which was 
particularly marked during the summer 
—itself the outcome of market expecta- 
tions regarding a possible depreciation 


of certain European currencies and a 
possible appreciation of the German 
mark. From October on, however, the 


speculative flows of funds abated, and 
toward the year end Germany’s reserves 
actually fell somewhat. Elsewhere in 
Continental Western Europe, Italy and 
Austria added to their gold and dollar 
holdings (183 million and 55 million, 
respectively) ; the Scandinavian countries 
likewise showed moderate gains. Switzer- 
land's gold and dollar holdings remained 
about unchanged. 

On the other hand, reserves were lost 
by several Continental Western European 
countries that had balance of payments 
deficits on both current and capital 
account. France lost a particularly 
large amount—over 500 million dollars, 
despite a drawing of 262 million on the 
International Monetary Fund, which will 
be noted later. France's difficulties were 
a compound of excessive internal 
demand, the direct and indirect foreign 
exchange costs of the Algerian campaign, 
and speculative capital outflows. Fol- 
lowing the readjustments in the franc 
exchange rate last August and October, 
the tightening of import controls, and the 
adoption of more restrictive domestic 
policies, there was a _ considerable 
slackening in the drain on French 
reserves. The Netherlands and Belgium 
also sustained sizable reserve losses 
during the first nine months of the year 
(97 million and 66 million respectively), 
but in the last quarter both countries 
regained some of the reserves lost earlier. 

The central gold and official dollar 
assets held by the United Kingdom as the 
sterling area's banker, which rose during 
January-June by 248 million dollars, 
declined by 531 million during July- 
September. Unlike other countries that 
lost reserves, however, the United 
Kingdom had last year as in 1956 an 
international current-account surplus, 
globally as well as with the United States. 
The overseas sterling countries ran 
sizable trade deficits with nonsterling 
countries, but the major factor behind 
the severe reserve losses sustained by 
the United Kingdom during the third 
quarter of 1957 was the speculative 
outflow of funds from sterling, set off by 
market fears of wage and price inflation 
in Britain and by the _ uncertainties 
regarding the European exchange rate 
structure noted earlier. 

Following the rise to 7 per cent in the 
Bank of England discount rate in Sep- 
tember and the adoption of the other 
measures indicating Britain's determina- 
tion to defend the pound, sterling staged 
a notable recovery and __—iBrritain 
strengthened its gold and dollar reserves, 


which increased by 423 million dollars 
during October-December to 2,273 
million at the year end. It is true that 
this increase was partly accounted for 
by the British Government's drawing of 
250 million on the Export-Import Bank 
line of credit in October. Moreover, 
Britain deferred the 176 million dollar 


payment of interest and principal due at 


the year end on the postwar United 
States and Canadian loans. This should 
not, however, obscure the notable 


improvement in Britain's dollar position 
in recent months as a result of which a 
substantial part of the third quarter 
reserve losses were regained. : 

Canada's gold and United States dollar 
holdings rose by 236 million during 
January-September but fell moderately 
during the last three months of the year. 
The state of the Canadian balance of 
payments vis-a-vis the United States is, 
however, reflected not only in gold and 
dollar reserves but also in the. fluctuations 
in the United States-Canadian dollar 
exchange rate; the latter, after rising to 
over U.S.$1.06 in August, gradually fell 
to less than $1.02 at the year end as the 
inflow of the United States capital into 
Canada was greatly reduced during the 
second half of the year. 

In Latin America, Wenezuela added 
greatly to its gold and dollar holdings 
(546 million). Colombia and Cuba also 
increased their reserves (34 million and 
69 million respectively), but most other 
countries sustained losses (Brazil 92 
million, Mexico 67 million, and Argentina 
47 million). Many Asian countries also 
lost reserves. Japan's gold and dollar 
holdings during the first nine months of 
1957 fell by 447 million dollars; toward 
the year end, however, its trade and 
payments position showed notable signs 
of improvement. Indonesia and the 
Philippines also suffered reserve losses. 


Factors Behind the Changes in Foreign 
Gold and Dollar Holdings 

Last year’s changes in aggregate gold 

and dollar holdings of foreign countries, 

as well as in each individual country’s 

holdings, were brought about by several 


factors. Among these, the accrual of 
gold from new production and other 
sources has already been mentioned. 
Another factor—and in 1957 a very 
important one—that made possible an 
increase in foreign gold and dollar 


holdings was the massive drawing on the 
International Monetary Fund by many 
foreign countries. On the other hand, 
transactions with the United States, 
which from 1952 to 1956 had been the 
largest single factor in the build-up of 
foreign monetary reserves, last year 
resulted in transfers of gold and dollars 
by foreign countries to the United States. 
Finally, the gold and dollar position of 
individual countries was affected by 
transfers of reserves among the foreign 
countries themselves. 

Net drawings by foreign countries on 
the International Monetary Fund totaled 
some 900 million dollars in 1957, 
following drawings of nearly 600 
million during the last quarter of 1956. 
Among countries that drew particularly 
large amounts last year were France 


(262 million dollars), India (200 
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million), Japan (125 million), Argentina 
(75 million), and the ‘Netherlands (69 
million). Assistance obtained from the 
Fund is, of course, essentially of a short- 
term character and can best be regarded 
by the countries concerned as a tem- 
porary addition to their reserves, per- 
mitting them to adopt and carry out, 
within a limited period of time, measures 
to restore stability and balance to 
their respective economies. The Fund's 
business activity necessarily varies a 
great deal from one period to another; 
however, the Fund was particularly 
active during the fifteen months ended 
December 1957, when drawings ex- 
ceeded the amount drawn during the 
entire postwar period through Septem- 
ber 1956. The International Monetary 
Fund, in turn, obtained the dollars to 
finance these drawings partly by Te- 
deeming the noninterest-bearing notes 
that it holds as part of the United States 
subscription, and partly from the sale 
of gold to the United States Treasury 
mentioned above. 

The losses of reserves by foreign 
countries to the United States were not 
the outcome of any decline in United 
States payments for imports, United 
States investment abroad, or United 
States government outlays; on the con- 
trary, such payments were larger in 1957 
than in any earlier year. Rather, they 
were due to a large rise in United States 
receipts from foreign countries, in turn 
the result of a sharp increase in foreign 
purchases of United States  mer- 
chandise and, to an extent that cannot 
be accurately measured, of short-term 
capital inflows. In the second half of 
the year, it is true, United States capital 
outhows were reduced, but United States 
merchandise imports were well main- 
tained; on the other hand, foreign pur- 
chases in the United States declined and 
this, together with the abatement of 
speculative capital movements during 
the last quarter of 1957, enabled foreign 
countries to restore an approximate 
balance in their financial relationships 
with the United States. 

During the first three quarters of 
1957 aggregate United States payments 
to foreign countries amounted to 20.2 
billion dollars, as against 18.9 billion 
during January-September 1956. Pay- 
ments for merchandise imports set a 
new record of 9.9 billion, slightly above 
the previous year’s peak of 9.6 billion, 
and outlays on tourism, transportation, 
and other services were also moderately 


higher. United States economic aid 
remained, on the whole, unchanged. 
Private _ capital outflows increased 


markedly to 2.4 billion dollars, as against 
1.9 billion in 1956, with investments in 
Venezuela and Canada accounting for 
about one half of the total. 


The increase in aggregate United 
States payments to foreign countries 
during January-September 1957 was, 


however, more than offset by the rise 
in receipts from foreign countries. 
United States receipts from merchandise 
exports rose to 14.7 billion dollars or 18 
per cent above 1956. This rise was 
attributable, in part, to several special or 
temporary factors—increased shipments 


188 


of oil because of the Suez crisis, of 
cotton because of export sales at a price 
below the domestic level, and of wheat 
because of poor crops in a number of 
countries in Europe and Asia. Funda- 
mentally, however, it was due to the 
sharp increase in demand for American 
raw materials and manufactures, which 
was, of course, the by-product of in- 
flationary pressures that were greatly 
intensified in late 1956 and early 1957. 
Toward the year end, however, United 
States merchandise exports declined 
markedly; in September-November, they 
were running at an annual rate of over 


2 billion less than during the first 
quarter of 1957. The rise in United 
States receipts from foreign countries 


was also due to the inflow of speculative 
funds, as can be inferred from the sizable 
increase in the so-called “errors and 
omissions’ in the United States balance 


of payments. These unrecorded capital 
movements obviously reflected the re- 
duced confidence in certain foreign 


currencies, and were an accompaniment 


of inflationary pressures and the at- 
tendant expectations of exchange de- 
preciation. As _ already noted, this 


inflow subsided during the last quarter 
of the year. 

The excess of receipts by the United 
States from foreign countries over its 
outpayments to them resulted in trans- 
fers of foreign gold and dollars that may 
be estimated at some 600 million dollars 
for the entire year. The actual reserve 
gains or losses of individual countries 
were, of course, the result not of their 
transactions with the United States 
alone, but also of those with many other 
countries as well. Indeed, with the 
growing importance of the United States 
dollar in settlement of nondollar trade 
and other transactions, changes in 
foreign dollar holdings—as well as in 
gold reserves—tend to reflect in- 
creasingly the overall payments position 
of a particular country rather than its 
position vis-a-vis the United States or 
the dollar countries alone. In Western 
Europe, in fact, the deficits of countries 
like France and the United Kingdom had 
their counterpart in the payments sur- 
plus achieved by Germany. The latter 
thus received last year about | billion in 
gold and dollars from the European Pay- 
ments Union, while France and Britain 
paid into the Union some 650 million 
and 270 million dollars, respectively. 


Concluding Comment 

At various times during last year, 
concern was expressed abroad over the 
reemergence of a “‘dollar gap’. To be 
sure, the state of the balance of pay- 
ments of the United States is a matter 
of great importance to many foreign 
countries, and a decline in United States 
import expenditures and other United 
States external payments would, no 
doubt, affect them adversely. Last year, 
however, United States payments to 
foreign countries were larger than in 
any earlier year, and the loss of gold and 
dollars by foreign countries to the 
United States was mainly the outcome 
of a pronounced increase in foreign pur- 
chases in the United States, partly tem- 
porary in character, and of an influx of 


short-term foreign funds into the dollar. 
Many individual countries lost, of course, 
large amounts of gold and dollars, but 
those that experienced the most serious 
payments strains encountered such difh- 
culties not merely with the United States, 
but with other countries as well. These 
difficulties in turn reflected maladjust- 
ments linked primarily to excessive 
internal expenditures and the attendant 
inflationary pressures that gave rise to 
and undermined 


heavy imports con- 
fidence in the nations’ currencies. By 
the turn of the year, however, many 
countries had made determined efforts 


to bridle inflation and were approaching 
a more sustainable external position. 


HONGKONG EXCHANGE 
MARKETS 


U.S. $ 

Date T.T. High T.T. Low Notes High Notes Low 
28/7 $584 583% 582% 582 
29/7 584 583% 582% 581% 
30/7 584 583% 583 582% 
31/7 584 583% 582% 5814 
1/8 583, 583 581% 580% 
2/8 582Y, 582 580% 580% 

D.D. rates: High 583 Low 581. 


Highest and lowest rates in July were: 
T.T., 588 and 58014; Notes, 58714 and 
57814. 

Trading totals last week: a tea be 
US$4,750,000; Notes cash US$545,000, 
forward US$3,410,000; D.D. US$340,000. 


The market was less active with easier 


undertone’ on better news from the 
Middle East and higher cross rates in 
New York. In the T.T. sector, gold 


importers were good buyers, but specula- 
tors provided eager offers; funds from 
Japan, Korea, and the Philippines were 
also heavy. In the Notes market, specu- 
lators were also unloading but there were 


only a few buyers. Interest favoured 
sellers and aggregated HK$2.70 per 
US$1,000. Positions taken by specula- 


tors dropped to an average of US$ two 
million per day. In the D.D. sector, the 
market was easy. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit in 
HK$: Philippines 1.7925—1.78, Japan 
0.014425—0.014275, Malaya 1.88— 
1.875, South Vietnam 0.07169—0.0711, 
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0.2751—0.2662, Indonesia 0.0689— 
0.0666. Sales: Pesos 195,000, Yen 68 
million, Malayan $260,000, Piastre 9 mil- 
lion, Kip 5 million, Rial 6 million, Baht 
3 million, Rupiah 200,000. 


Agreed Merchant T.T. rates: Selling and 
buying per foreign currency unit in HK$: 


England 16.2025—16.1006, Australia 
13.0169—12.7575, New Zealand 16.238 
—15.9006, United States 5.7971— 
5.7143, Canada 6.0377—5.9497, India 
1.2158—1.2048, Pakistan 1.2176— 
1.2039, Ceylon 1.2214—1.2066, Burma 
1.2158—1.2048, Malaya 1.8868— 
1.8692. Selling per foreign currency 


unit in HK$: South Africa 16.237, Swit- 


zerland 1.333, Belgium 0.1171, West 
Germany 1.3937. 
Chinese Exchange: People’s Yuan 


officially unchanged at 6.839 per Pound 
Sterling, 0.427 per HK$, 0.805 per 
Malayan $, 0.514 per Indian or Pakistan 
Rupee, 0.585 per Swiss Franc, and 2.345 
per US$; cash notes quoted here at 
$0.68—0.41 per Yuan. During July, the 
Yuan note rates dropped considerably 
both in HK and Macao. The lowest rate 
was HK$0.35 per Yuan, which is only 
about 15 per cent of its official rate of 
$2.3419 per Yuan. Reason for the drop 
was the heavy dumping on the local 
market by fishermen from South China 
who brought here over half a million 
Yuan which they had received from sell- 
ing their goods and fishing equipment to 
authorities there. In Hongkong only 
two Chinese banks buy in Yuan notes— 
they are the Cheuk Kee and Ngau Kee 
Banks. Communist banks and _ their 
agents here are not interested in Yuan 
notes and they do not care how much 
Yuan notes drop in the local market. 
Towards the end of last week, Yuan 
rates improved slightly but operators 
here do not anticipate any sudden sharp 
ups. Official selling and buying rates 
for Taiwan Dollar remained at 24.78 plus 
11.60 and 24.58 plus 11.50 per US$, 
4.34 plus 2.03 and 4.30 plus 2.01 per 
HK$, 590.00 plus 276.19 and 585.24 
plus 273.81] per 10,000 French Francs, 
and 69.38 plus 32.48 and 68.82 plus 
32.20 per Pound Sterling; cash notes 
quoted HK$0.14—0.139 per Yuan, and 


Laos 0.055, Cambodia 0.081, Thailand remittances at 0.1365—0.136. 
| Last eweek’s selling rates of local exchange dealers 

Country Currency Denomination In HKS In US$ 
America Dollar 5-100 5.815 — 
Australia Pound 5-10 12.65 2.177 
Britain Pound land 5 16.20 2.788 
Burma Kyat 10-100 0.54 0.093 
Cambodia Rial 0.083 0.01429 
Canada Dollar 5-20 5.97 1.027 
Ceylon Rupee 5-100 0.95 0.164 
France Franc 0.128 0.002203 
Hongkong Dollar _ 0.17226 
India Rupee 1.185 0.204 
Indonesia Rupiah all 0.08 0.01377 
Japan Yen 100-5000 0.0145 0.002496 
Laos Kip 0.058 0.00998 
Macao Pataca all 1.01 0.174 
New Zealand Pound 1-10 14.25 2.453 
Pakistan Rupee 100 0.83 0.143 
Philippines Peso 5-100 1.84 0.317 
Singapore Dollar 5-100 1.85 0.318 
South Africa Pound all 15.90 2.737 
Switzerland Franc all 1.37 0.236 
Taiwan Yuan 5 and 10 0,142 0.02444 
Thailand Tical 10-100 0.272 0.04681 
South Vietnam Piastre all 0.073 0.01256 
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Bank Notes: Highest and lowest rates 
per foreign currency unit in HK$: Eng- 
land 16.13—16.12, Scotland 14.80, Ire- 
land 13.50, Australia 12.55—12.53, 
New Zealand 14.13—14.11, Egypt 10.05 
—10.00, East Africa 15.00, South Africa 


15.68—15.65, West Africa 13.00, 
Jamaica 13.50, Gibraltar 13.50, Malta 
12.50, Cyprus 12.50, Fiji 10.06, India 
1.1774—1.177, Pakistan 0.82—0.815, 


Ceylon 0.92—0.915, Burma 0.52—0.515, 
Malaya 1.85—1.841, Canada 6.0175— 
5.955, Cuba 5.00, Argentina 0.12, Brazil 
0.035, Peru 0.24, Mexico 0.40, Philip- 
pines 1.8275—1.8225, Switzerland 1.33, 
West Germany |.365—1.36, Italy 0.0091 
—0.00905, Belgium 0.107, Sweden 1.02, 
Norway 0.72, Denmark 0.77, Netherlands 
1.45, France 0.01275—0.0126, South 
Vietnam 0.073—0.071, Laos 0.056— 
0.055, Cambodia 0.08175—0.0805, New 
Guinea 1.10, Indonesia 0.07—0.067, 
Thailand 0.269—0.266, Macao 0.998— 
0.995, Japan 0.014425—0.01435. 


Gold Market 


Date High .945 Low .945 Macao .99 
28/7 $254% 254% 

29/7 254% 254% 

30/7 254% 254% 

31/7 254% 254 265% High 
1/8 254 253% 

2/8 253% 252% Low 263% 


Opening and closing prices last week 
were 2545% and 2531%, and the highest 
and lowest 25434 and 2527%. Highest 
and lowest prices in July were 257% and 


25134. The market last week continued 
easy in line with the US$ exchange. 
Speculators began to unload. Prices 
may drop further because speculators 


overbought heavily during the previous 


week. Interest favoured sellers and 
aggregated HK$1.10 per 10 taels of .945 
fine. Tradings averaged 11,000 taels 


per day and amounted to 66,000 taels 
for the week, in which 13,320 taels were 
transacted in cash (3,420 taels listed and 
9,900 taels arranged). Positions taken 
by speculators averaged 9,500 taels per 
day. Imports from Macao totalled 8,000 
taels, and one shipment of 38,000 fine 
ounces reached Macao in the week. 
Exports amounted to 9,000 taels (6,500 
taels to Singapore, 1,500 taels to Indone- 


sia, and 1,000 taels to India). Differ- 
ences paid for local and Macao .99 fine 
were HK$12.20—12.00 and 11.20— 
11.00 respectively per tael of .945 fine. 
Cross rates were US$38.05—38.03 per 
fine ounce, and 24,000 fine ounces were 
contracted at 38.64 cif Macao, US 
double eagle old and new coins quoted 
$264 and 240 respectively per coin, 
English Sovereigns $59 per coin, and 
Mexican gold coins $276.50 per coin. 
Silver Market: 600 taels of bar silver 
traded at $5.50 per tael, and 500 dollar 
coins at $3.56 per coin. Twenty-cent 
silver coins quoted $2.70 per five coins. 


HONGKONG SHARE MARKET 


The market returned to normal last 
week with prices fluctuating with a 
narrow limit. The volume of business 
averaged about half a million dollars 
every day: Monday $634,000, Tuesday 
$562,000, Wednesday $419,000, Thurs- 
day $427,000, Friday $808,000. Interest 
covered almost all popular shares; tran- 
sactions in Utilities, Stores, Lands, Real- 
ties, Hotels and Banks however accounted 
for the bulk of the business. Banks alone 


had 320 shares traded on Friday—a 
record figure. 
During the week, a local investor 


opined (in a letter to the editor of a local 
English language paper, The South China 
Morning Post) that the Star Ferry Com- 
pany should split its shares into smaller 
denominations so that small investors 
could buy stocks of the company. At 
present, Star Ferry shares are held by a 
restricted number of people whose sole 
intent is investment. Tradings are usually 
carried out in blocks of 50 to 100 shares. 

It seems that more people are now 
interested in local shares because import 
and export business is now very sluggish. 
Speculation in land and building con- 
struction has also become more risky but 
less profitable. 

Dividends—The Star Ferry Company's 
interim dividend for the current financial 
year is $3.50 per share. The China 
Emporium Limited announced a dividend 
of 60 cents per share for the year ended 
December 1957. 


Share July 25 Last Week's 
Highest Lowest 
HK Bank .......- 775s 780 765 
Unions Ins 76s 74 73.50 
Lombard 29n 28 28b 
Wheelock 6.05 6.10 6b 
Yangtsze 6n = — 
Allied Inv 4575s 4.575s 455s 
HK & FE Inv 10.60n = — 
HK Wharf .....+ 100n 101s 100n 
HK Dock 41.75 43.25s 41.75 
Provident 11.90 12 11.90 
HK Land 32 32.50 32.25 
Realty 1.375b 1.45 1.425 
Hotel 21.80 22.10 21.90 
Star Ferry 112b 114 112b 
Yaumati 95.50 95 94.50 
Trams 26.20 26.70 26.30 
Light 17.60 17.70 17.50 
Electric 27.30 27.60 27.40 
Telephone 25.80 25.90 25.60 
Cement 22.60 22.60 22.506 
Dairy Farm 17.20 17.50 17.30 
Watson... -«- li ll 10.90 
Amal Rubber 1.575s 1.575 1.55 
Textiles, verdsecieseizs 4s 4.025s 4s 
Nanyang weno nae 7.700 7.70n 7.40 


Rate Up & Down Dividend Estimared | 
Closing Yield (%) 
780 +$5 $45 5.77 

73,50 —$2.50 $3.40 4.63 | 

28b steady $2 mis | 
6.05b steady 75¢ 12.40 
6n quiet 65c 10.63 
4.55n steady 25¢ 5.49 
10.60n quiet 80c 7.55 
101s steady $9 8.91 
42.25b +50c $2 4.73 
12 +10c¢ $1 8.33 
32.25 pene $2.40 7.44 
1.45 +7%e 15 10.34 
22 +20c $1.50 6.82 
113b +$1 $9 7.96 
95s —50c $7.50 7.89 
26.50 +30c $1.90 717 
17.60 steady $1.10 6.25 
27,50 +20 $1.90 6.91 
25.90 +10c $1.50 5.79 
22.60b steady $3 13327, 
17.50 +30c $1.80 10.29 
10.90b —10c $1 9.17 
1.575s steady 20c 12.70 
4n steady 60c 15.06 
7.50s —20c $1.10 14.67 
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CLOSING RATES ON 31-7-58 


H.K. Govt. 


Locns 


34%4% Lean (1934) 93% nom; (1940) 89 nom! 


3%% Loan (1948), 81% b. 
Banks 


H.K. & S. Bank Ex. Div., 767% b; 770 sa. 
H.K. & S. Bank (Lon Reg), £42 nom. 
Bank of East Asia, 280 nom. 


Insurances 


Union Ins., 73 b; 74% s. 
Lombard ins., 28 nom. 
China Underwriters, 8% nom. 


Investment Comp: 


Allied Investors, 4.55 s. 
Yangtsze Finance, 6 nom. 
H.K. & F. E. Invest., 


Shipping 
Douglas, 420 nom. 
Indo China (Pref.), 12 nom. 


EMA. 


anies 


10.60 nom, 


Indo China (Def.), 25.70 nom. 


U. Waterboat, 20 nom. 
Asia Nav., 1.275 nom. 
Wheelock, 6 b; 6.10 s. 


Docks, Wharves & Godowns 


H.K. & K. Wharf, 101 s. 
Sh. Flongkew Wharf, 
H.K. Dock, 42¥% b; 43 s. 


China Provident, 11.90 b; 
Shai Dockyards, 90c nom. 
Mining 


Raub Mines, 24% nom, 
H.K. Mines, 2c nom. 


1.20 nom. 


12.20 s. 


Lands, Hotels & Bldgs. 


H. & S. Hotels, 21.80 'b; 22. s. 
H.K. Land, 32 b; 3244 s; 32 
A/Fr, Land, 35¢ nom. 

S’hai Land, 58¢ nom. 
Humphreys, 15.30 b; 15.60 s. 
H.K. Realty, Ex. All. 1.40 b; 
Chinese Estates, 350 nom. 


Y% sa, 


1% s. 


Public Utilities 
H.K. Tramways, 26.40 b; 26.60 s; 264 sa. 


Peak Trams (F. Pd.), 72 non 
Peak Trams (Partly Pd.), 35 
Star Ferry, 113 b. 

Yaumati Ferry, 944% b; 95 s; 
China Light, 17% b; 17.60 s; 


ELK. Electric, 27.30 b; 27% s; 2714 sa. 


Macao Electric, 9.40 s. 
Sandakan Light, 744 nom. 


m. 
nom. 


94Y, sa. 
17.60 sa. 


H.K. Telephone, 25.60 b; 25.70 s; 25.70/ .60 sa. 


Shanghai Gas, 1.05 nom. 


Industrials 
G.J. Cement, 22!4 b. 
H.K. Rope, 134% nom, 
Metal Industries, 1 nom. 
Amoy Canning (H.K.), 37 b. 


Stores 
Dairy Farm, 17.40 b; 174; s; 
Watson, 10.90 b; 11 sa. 
L. Crawford, 15.60 b; 15.90 s. 
Cald. Macg. (Ord.), 32 nom, 
Sincere, 3.60 nom. 
China Emporium, 9.10 b. 
Sun Co., Ltd., 1.10 nom. 
Kwong Sang Hong, 157 nom. 
Wing On (H.K.) Ex. Div., 7 


Miscellaneous 
China Entertainment, 
{nternational Films, 20c nom. 
H.K. Construction, 6 nom. 
Vibro Piling, 15 nom. 
Marsman Investments, 
Marsman (H.K.), 30c nom. 


Cottons 
Ewo, 85c nom. 
Textile Corp., 4 nom. 
Nanyang Mill, 744 s. 


Rubber Compan 
Amalgamated Rubber, 1.55 b; 
Ayer Tawah, 1.95 b. 
Java-Consolidated Estates, 
Langkat, 14, nom. 
Rubber Trust, 1.60 b; 1.70 s. 
Shanghai Kelantan, 75¢ b, 
Shanghgi Sumatra, 2 nom. 
Sungald, 1,85 b. 


16c 


17% sa. 


1b. 


18.40 nom. 


6/- nom, 


ies 
1,575 s; 


b. 


1,55 sa. 
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HONGKONG TRADE 


Reexports of paper, chemicals, metals, 
pharmaceuticals and other supplies to 
SE Asia remained on a very low volume 
last week. Exports of HK products to 
UK, US, Europe and other markets also 
slowed down; manufacturers here re- 
ported that the number of orders from 
these sources for cotton cloth, rubber 
shoes, metalware, knitwear, shirts and 
other garments dropped _ considerably 
during the past few weeks. 

In imports, consignments of factory 
supplies and consumer goods from UK, 
US, Europe and Japan remained steady 
but the volume was also reduced com- 
pared with the first two weeks this 
month. Imports of foodstuffs and light 
industrial products from China however 
continued heavy. 

Trade with China—Demand from 
China for metals was retained but the 
volume of trade was still restricted by 
low buying offers. Orders from Canton 
also covered European and Japanese 
fertilizers; about 1,000 tons were absorb- 
ed. Dealers here do not anticipate that 
the demand for fertilizer will be sus- 
tained. Local agents of UK, European 
and Japanese pharmaceutical makers also 
received orders from Canton for forward 
direct shipments of a number of fine 
chemicals; buying offers were kept very 
low. 

To the local market, China continued 
to ship large quantities of foodstuffs and 
a great variety of light industrial goods 
which are enjoying very strong local 
demand on account of the cheap price— 
cheaper even than similar Japanese pro- 
ducts in most cases. 

. Trade with Japan—Enguiries from 
Japan for produce still covered only a 
few items of popular staples; quantities 
involved were insignificant. Total export 
last week amounted to only about. 1,500 
tons with scrap metals making* up more 
than 50 per cent of the tonnage. Imports 
of cement, sugar, wheat flour, coiton 
textiles, metals, paper and other supplies 
totalled 3,500 tons with cement constitut- 
ing over 50 per cent of the tonnage. 
Local demand for Japanese cement, 
sugar, flour, paper, metals and sundries 
remained strong but reexports of various 
Japanese products were very quiet. 

Trade with UK—Exports to and im- 
ports from UK continued active but the 
volume declined. UK's purchases of 
cloth, shoes, gloves, garments and other 
HK products are usually slower at this 
time every year but the decline this year 
seems to: be more sharp than in the 
previous year. The drop in imports is 
partly due to the sluggish reexports to 
SE Asia and partly on account of weaker 
demand from local factories .for base 
metals and other industrial supplies. 


Meanwhile, Lancashire textilemen and 
their supporters continued to smear HK 
with groundless charges. A trade union 
leader there alleged that women labour 
was extensively used for night shift work 
in HK cotton mills! The truth is that 
women are specifically prevented by local 
legislation from working between 3PM 
and 7AM. On the other hand, increas- 


ing number of Lancashire workers now 


realise that they must work harder to 
face the competition from HK and other 
sources instead of wailing over their past 
glory. The Cardroom Workers Amal- 
gamation there (one of the biggest cotton 
workers union in Britain with 50,000 
members) last week made it known that 
it is prepared to consider applications 
from mills for night-shift working by 
men on a partial basis. 

According to reports from London, 
Lancashire will send a new textile delega- 
tion to HK in order to negotiate an 
agreement on a limitation of HK cotton 
textile exports to UK. Mr. J. D. Clague, 
Chairman of HK General Chamber of 
Commerce, said that representatives of 
HK industry had already agreed to nego- 
tiate a ceiling for export of grey cloth 
subject to certain important safeguards. 
“If there must be restrictions in one form 
or another it is to be hoped they will be 
based on a fair appraisal of our economic 
position and a full understanding of the 
immense problems we are tackling—so 
far—without any outside assistance.” 

Trade with Europe—Demand from 
Europe for produce continued steady but 
the volume of purchase was restricted by 
the lack of adequate supply here. 
Demand for. HK cotton goods and other 
products remained weak. On the other 
hand, reexports of Chinese shirts and 
other cotton goods to Europe recently 
improved. Imports from Europe were 
quiet last week. Local importers recently 
booked just enough consumer goods and 
industrial supplies to meet the local 
demand. A large number of dealers here 
are trying to import a greater variety of 
staple and durable consumer goods from 
West Germany, France and_ other 
European countries to substitute imports 
from US which are becoming more ex- 
pensive on. account of the increased 
exchange rates for US dollars. Accord- 
ing to Le Conseiller Commercial de 
France in HK, French manufacturers are 
also ‘anxious to contact local dealers for 
the marketing of French scarves, blan- 
kets, latex carpets, sun glasses, clocks 
and watches, gift articles, cigarette 
lighters, hats, paints, etc. in Hongkong. 
French industrial equipment is also 


offered. 
Trade with US—About 2,000 tons of 


cotton, fruits, petroleum products, wheat 
flour, shirts and other wearing apparel, 


automobiles, air conditioning units and 
other equipment arrived from US last 
week. Local retailers recently curtailed 


booking of sAmerican durable consumer 
goods because replenishment cost had 
advanced on account of high exchange 
rates for US dollars while local purchas- 
ing power had shown sign of weakening. 
Many retail shops reported that American 
shirts, shoes, spots wear, ladies apparel, 
cosmetics and toys are moving very 
slowly this year. 


Exports of furniture, garments, rattan- 


ware, gloves, cotton textiles, plastics, 
torch, graphite and other HK manufac- 
tures amounted to about 2,500 tons. 
Local factories are finding it more 


difficult to trade with US because Ameri- 
can buyers want to pay less for better 
quality goods. Business is gradually get- 
ting into the hands of a few big manufac- 
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turers who are financially able to accept 
large orders and technically possible to 
produce goods of high quality at a low 
cost. 

Shipment of HK graphite to US must 
now be covered by a comprehensive 
certificate of origin issued by HK Govern- 
ment. Shipments without this certificate 
will be considered by US as originated 
from Chinese Mainland or North Korea. 

Trade with Thailand—Demand from 
Bangkok for consumer goods and indus- 
trial supplies remained steady. Exports 
tctalled 2,500 tons last week. There 
were however only a few new orders from 
Thailand for gunny bags, camphor pro- 


ducts, structural steels, nails, paper, 
cotton yarn, knitwear and metalware; 
quantities involved were also much 


smaller than during the previous month. 

Trade with Indonesia—Djakarta sent 
here more orders for cotton goods, 
cigarette paper, pharmaceuticals and a 
number of other essentials than during 
the first half of this month. The demand 
however was not sustained towards the 
end of last week. 

Trade with Malaya—Exports to Singa- 
pore and Malaya further declined. 
Importers there are obtaining large con- 
signments of cotton textiles, metals, paper, 
enamelware, canned food, vegetables, 
eggs and other consumer goods from 
China direct. China is selling its goods 
in Malaya at 10 to 40 per cent below the 
prices of HK products. Singapore deal- 
ers last week warned that if HK manu- 
facturers could not reduce prices and 
improve the quality of their products, 
they would eventually lose a big portion 
of their Malayan market to China. 

Trade with the Philippines—Registered 
exports to Manila this year are still lower 
than in 1957 although there was a slight 
improvement during the past few weeks. 
Principal exports include cotton yarn, 
glass sheets, structural steels, foodstuffs 


and other essentials. Exports to that 
market are handicapped chiefly by 
Manila’s prohibition of the entry of 


communist goods. On the other hand, 
the illicit flow of large quantities of 
Chinese herb medicines and other goods 
to Manila continued. Investigations are 
now under way in Manila by the Philip- 
pines Congress into the entry of prohi- 
bited goods from China. In a_ recent 
raid on a Chinese chemist’s shop and 
three warehouses in Manila’s Chinatown, 
government agents found %everal crates 
reported to contain prohibited drugs from 
the Mainland. Philippines customs 
officials recently admitted before the 
congressional committee that a_ brisk 
trade in goods from China had been 
going on there for years. Thev alleged 
that the goods went there from Hongkong 
and suggested that the serious shortage 
of technically qualified customs personnel 
to examine and classify the origin of 
goods could be one reason why prohibited 
items were allowed entry. 


Trade with .Korea—There was no 
order from Seoul for paper last week. 
Importers there however ordered small 
lots of pharmaceuticals, toys, garments, 
tea, milk products, watches and herb 
medicines from here; quantities involved 
were insignificant. 
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Trade with Taiwan—Taipei suddenly 
absorbed from here a number of printing 
and packing paper. The volume of these 
purchases however was small. There 
were also enquiries for industrial chemi- 
cals and phamaceuticals but most transac- 
tions fell through because buying offers 
were too low to interest local dealers. 
Imports of sugar, ginger, live hogs, 
sesame, tea, feather, camphor products 
and citronella oil were maintained at a 
steady level. 

Trade with Cambodia—Trade with 
Cambodia remained quiet. Dealers here 
however anticipate that demand from 
Phnompenh for paper, enamelware, cot- 
ton goods and sundry items may improve 
soon because authorities there recently 
relaxed controls on imports financed from 
self-provided foreign exchange. 

Trade _ with Canada—Orders from 
Canada covered many Chinese products 
including wire nails, cotton textiles, rosin 
and woodoil. Demand for HK _ rubber 
footwear revived; one local firm got an 
order for 30,000 dozen pairs recently. 
Other HK manufactures ordered by 
Canada included gloves, wood and rattan 
furniture and plastics. 

Trade in Produce—European countries 
are now providing better demand than 
Japan in the purchase of produce from 


here. Orders from France, West Ger- 
many, Netherlands and Scandinavian 
countries covered sesame, groundnut, 
sunflower seed, cassia oil, teaseed oil. 
feather, rosin and woodoil. Japan was 


interested in sesame, hop seed, aniseed 
oil and soya bean but purchases were 
limited to small lots only. Supply from 
China remained restricted and replenish- 
ments from SE Asia were also curtailed 
recently. Consequently, prices for most 
popular items were very firm in the local 
market. 

Trade in Metals—China continued to 
procure small lots of galvanized iron pipe, 
steel wire rope, steel plate, tinplate and 
blackplate waste waste, and zinc sheet. 
Local demand for structural steels re- 
mained firm but demand for factory items 
turned sluggish. Reexports to SE Asia 


were also quiet; only Thailand and 
Philippines absorbed some _ structural 
steels from here. Prices for almost all 
items were firm because stocks here 
dwindled while replenishments from 


Japan, US and Europe firmed. 

Trade in Paper—Korea, which used to 
be HK’s No. | customer, was quiet last 
week. On the other hand, unexpected 
demand from Taiwan covered woodfree 
printing, manifold, bond, cellophane and 
art printing; quantities involved however 
were very small. Thailand and Indone- 
sia also provided selective demand cover- 
ing mechanical printing, mg cap and 
cigarette paper in ream; most transactions 
fell through because buying offers were 
too low. Prices in the local market were 
firm in general because replenishments 
from Europe and Japan remained high 
while ‘supply from China was limited to 
small lots. 

Trade in Chemicals—Taiwan enquired 
for lithepone, shellac and gum copal last 
week. The market was otherwise very 
quiet. 


Trade in Pharmaceuticals—The market 
was active with demand from Korea, 
Singapore, Indonesia and Taiwan for 
sodium benzoate, aspirin, quinine, sac- 
charine crystal and gum acacia. The 
lack of adequate stock here however 
handicapped transactions in most cases. 
China therefore booked some forward 
direct deliveries of sulfadiazine, aspirin, 
ascorbic acid and vitamin BI powders 
from local agents of European and 
Japanese manufacturers. 

Trade in Cotton Yarn—Demand from 
local weavers and knitters plus enquiries 
from Indonesia and orders from Thailand 
kept HK yarn steady throughout the 
week. Pakistani brands were steady on 
local demand and firm indents. Indian 
brands however further dipped under 
heavy supply. 

Trade in Cotton Piecegoods—Ordere 
from Indonesia for HK coloured cloth 
and Chinese grey sheeting kept the 
market buoyant during the week but un- 
fortunately the demand was not sustained 
and the market turned sluggish again 
towards the end of last week. Japanese 
white shirting reported better demand 
from local shirt makers. 

Trade in Rice—Heavy imports from 
Thailand were resumed; prices however 
were kept steady by normal local demand. 
Rice of Chinese and ather origins was 
also steady. 

Trade in Sugar—Taiwan granulated 
white sugar opened steady last week on 
account of curtailed imports during the 
previous week and better local demand. 
Towards the end of last week however 
the market turned weak again because 
more supply arrived from Taiwan and 
other sources. Chinese sugar was still 
offered at a price lower than Taiwan 
goods although imports from Canton 
were curtailed. HK brands were also 
marked down slightly. 

Trade in Cement—HK, Japanese and 
Chinese brands all retained strong local 
demand but supply still exceeded demand 
in the local market. Prices therefore 
remained at a low level. 


NEW COMPANIES IN 
HONGKONG 


Following new companies were 
incorporated during the week ended 
May 31, 1958 (all capital is nominal and 
in Hongkong Dollars) :— 

Luen Fung Rice Trading Co. Ltd.—To 
deal in rice & flour; Capital, 300,000; 
Subscribers: Yung Kam Kun, 79 Wongnei- 
chong Road, Hongkong, merchant; Lum 


Bing Kie, 110 Connaught Road West, 
Hongkong, merchant. Guan Shipping 
Co. Ltd—Shipowners; Capital, 
1,250,000; 266-8 Des Voeux Road 
Central, Hongkong; Subscribers: Lui Gee 
Cheong, 35 Fort Street, Hongkong, 
merchant; Lim Tiam, 53 Fort Street, 
Hongkong, merchant. Heng Shipping 
Co. Ltd—Shipowners; Capital, 
1,000,000; 266-8 Des Voeux Road 
Central, Hongkong; Subscribers: Lui Gee 
Cheong, 35 Fort Street, Hongkong, 
merchant; Lim Tiam, 53 Fort Street, 


Hongkong, merchant. Hongkong Grand 
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Theatre Ltd.—Capital, 1,000,000; 181 
to 183 Queen's Road East, Hongkong; 
Subscribers: Cheng Tsui Tsui Ping, 7 
Sing Wo Crescent, Hongkong, married 
woman; Cheng Chung Shing, same 
address, merchant; Henry Chung, 15 
Creasy Road, Jardine Lookout, Hong- 
kong, compradore; Lui Wai Chau, 15 
Bonham Road, Hongkong, merchant. 
Chinese American Travel Agency Ltd.— 
Capital, 200,000; Subscribers: James 
T. C. Kwok, 340, King’s Road, Hong- 
kong, merchant; Thomas P. Smith, 14E 
Headland Road, Hongkong, merchant. 
Gammon (HK) Ltd.—Construction 
agent;, Capital, 10,000; Subscribers: 
I. R. A. MacCallum, 2 Queen's Road 
Central, Hongkong, solicitor; Marshall G. 
Laing, 2 Queen’s Road Central, Hong- 
kong, solicitor. Bombay Silk Store Lid. 
—Capital, 700,000; 2 D’Aguilar Street, 
Hongkong; Subscribers: K. H. Sabnani, 
385 Queen's Road East, Hongkong, mer- 
chant; M. K. Sabnani, 385 Queen's Road 
East, Hongkong, housewife. Sze Fung 
Hong Ltd.—Importers & exporters; 
Capital, 600,000; 866 Wing Lok Street, 


Hongkong; Subscribers: Fung Sze, 109 
Leighton Road, Hongkong, merchant; 
Tang Yau, 12 Yuk Mihg Street, Hong- 


kong, merchant; Chan Wing Yeung, 160 


Prince Edward Road, Kowloon, mer- 
chant. Nam Thung Co. Ltd.—Rice, 
flour, oil and charcoal merchants; 
Capital, 200,000; 1031 Canton Road, 
Kowloon; Subscribers: Wong Kwong 
Wah, 1031 Canton Road, Kow- 
loon, merchant; Chui Kwok Fai, 18 
Boundary Street, Kowloon, merchant. 
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the Colony has been exceptionally calm. There have been no 
outbursts of mass hysteria. A number of carefully stage- 
managed protest meetings have been held but these have failed 
to attract either wide attention or support. The manner in 
which the Chinese Communist newspapers in Hongkong have 
been using highly exaggerated reports and provocative com- 
ments in seeking to whip up popular emotion furnishes a 
significant example of how the Reds utilise massive—but 
synthetically manufactured—propaganda as a means of achiev- 
ing political objectives. There is no way for Hongkong 
residents to appraise correctly the state of popular feelings on 
the mainland regarding the Middle East events. But if the 
extravagant reports and the pressurised propaganda methods of 
the local Communist press can be used as a guide, one can be 
pretty certain that the so-called nationwide protest movement 
on the mainland is of the same phony ersatz variety as the one 
in Hongkong. One who reads these reports—sensationalised 
and supercharged to achieve a political purpose—must wonder 
how long this type of journalism can continue to deceive the 
public. You can fool all of the people some of the time, some 
of the people all of the time, but it is not possible, as Abraham 
Lincoln rightly said, to fool all of the people all of the time. 


FISH SALES 

Adverse weather conditions at the end of May and the 
beginning of June affected landings of fresh fish. Celebration 
of the Dragon Boat Festival by large numbers of fishermen over 
a number of days towards the end of June also contributed to 
the lower landings. Strong competition in the shape of low- 
priced foodstuffs from Mainland China adversely affected the 
prices offered for fish in the local market. This trend was 
further accentuated, as is usual at this time of the year, by the 
hot weather when the. demand for marine fish slackens con- 
siderably. The average price of fresh fish during April-June 
decreased from 60 .cents to 53 cents per catty as compared 
with the prices in the preceding quarter. The average price 
for salt/dried fish dropped sharply from 34 cents to 24 cents 
per catty, due to the landings of large quantities of low-priced 
anchovies. Landings from purse seiners were disappointingly 
small, particularly as the months of May and June should have 
seen the beginning of the purse seiner fishermen’s main season. 
On the other hand, landings from long liners and deep-sea 
trawlers were quite good. Sales of prawns and shrimps totalled 
16,000 piculs; average price was $1.50 per catty. 


WATER SUPPLY & RESERVOIRS 


The heavy rains during the past two weeks considerably 
improved the water storage situation. Last Wednesday, the 
total storage in all reservoirs was 8,180 million gallons. We 
need a minimum of 8,300 million gallons in the reservoirs at 
the end of September to pass the dry season. There are only 
some 60 days left before the end of the wet season. The daily 
water supply was however extended to 10 hours last Saturday; 
water in all reservoirs is now overflowing. 


A new service reservoir will be built on Hongkong Island 
to cope with the future development of the Aberdeen district 
and other areas served by the two Aberdeen storage reservoirs. 
The new service reservoir, with a capacity of five million 
gallons, will be situated near the existing slow-sand filter beds 
of the Aberdeen Reservoir. New rapid gravity filters and 
larger water pipes will be laid to improve the supply of water 


to the Aberdeen and Ap Lei Chau districts. 


IRRIGATION SCHEME 


The biggest irrigation scheme yet undertaken by Govern- 
ment to assist New Territories farmers is estimated to cost about 
$6 million and will take two years to complete. This was dis- 
closed by Government at a meeting last week attended by 
representatives of Pat Heung, Shap Pat Heung, Ping Shan, Tuen 
Mun and Kam Tin. The meeting was called because the people 
of these districts had petitioned Government not to proceed with 
the construction of certain catchwaters for the Tai Lam 
Reservoir, mainly because they feared that too little water 
would remain for irrigation. They do not realize that the 
overall Tai Lam Chung scheme contains provision not only for 
maintaining present irrigation supplies but also for substantially 
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improving them. Every stream feeding the fields will have an 
intake above the catchwater and a pipe leading across the catch- 
water to the fields below. But this means the villages will 
receive all the dry weather flow, which is the essential flow for 
agriculture. In wet weather the flood water, which is not 
required by the villagers and which damages the crops and 
fields, will be diverted to the reservoir. Each of these irrigation 
by-pass pipes will be big enough to carry all the dry-weather 
flow and will have a valve for regulating the flow to the fields. 
Villagers will be employed to control the valves. These 
arrangements will simply maintain existing irrigation supplies 
and will bring no positive benefits to the villagers except by 
preventing floods. 


Government has also planned to carry out a double pro- 
gramme of works for the positive improvement of irrigation 
supplies in all the area in question. The major works will con- 
sist of the construction of four major irrigation reservoirs similar 
to those at Lo Fu Hang and Hung Shui Hang. The largest of 
the new reservoirs will hold 40 million gallons of water. When 
these reservoirs are built, the agricultural areas in question will 
be to a great extent protected against the irregularities of 
Hongkong rainfall. Spring planting need not be delayed if the 
spring rains are late, and there will be a very considerable 
reserve for use during the summer droughts which from time 
to time cause so much damage to standing crops. The minor 
works will consist of the widespread reconstruction of the exist- 
ing traditional irrigation channels and small diversion dams. 
Earth dams and channels will be replaced wherever possible by 
concrete, so that leakage, seepage etc. will be greatly reduced. 
Some 90 diversion dams and 104,000 feet of irrigation channel 
are to be reconstructed. Forty of the larger dams and 50,000 
feet of channel will be done this coming winter and the 
remainder next winter. Much of this type of work has already 
been done in Pat Heung, Shap Pat Heung and in many other 
parts of the New Territories. The total cost of these projects 
will be about $6 million. 


KUN TONG RESETTLEMENT ESTATE 


Work will begin early in September on forming the site 
for a new resettlement estate at Kun Tong which will provide 
accommodation for 55,000 people. It is planned to build* 26 
blocks of seven-storey resettlement buildings in the estate, which 
will be situated in a valley nerth of Kwun Tong reclamation. 
The first stage of the scheme calls for the construction of four 
H-blocks with accommodation for about 11,000 people. As 
the valley in which the estate is to be built is very flat and 
subject to flooding at times of heavy rains, a number of drainage 
works will be carried out before site formation begins. These 
include the construction of nullahs, stormwater drains, sewers 
and a number of temporary roads. Several bridges will also be 


built across the nullahs to give easy atcess to the resettlement 
estate. 


INDUSTRIAL LAND 


Government land of about 7,200 square feet in Belford 
Road, Tai Kok Tsui, restricted for industrial purposes only, was 
sold for $560,000 at a public auction last week. The upset 
price was $252,000. The land known as Kowloon Inland Lot 
No. 7587 was purchased by six buyers. The building covenant 
is $120,000 within 18 months. The lease is for 75 years at 
an annual Crown rental of $330, renewable for one further 
term of 75 years at a re-assessed rent. The buyers plan to 
construct a five-storey factory on the lot. 


